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Business-wise, it's a small world, Mr. Executive—but you 
probably found that out long before most people did. It's 
been a long time, hasn’‘t it, since your business, or just 
about any American business you know, has been able 
to make its plans without a watchful eye on overseas 
developments. 

That’s because American business is in world trade to 
the tune of 22 billion dollars a year, . .. . because 
American prosperity is tightly meshed with the economic 
ups and downs of all parts of the world, . .. . because 
American opportunities are newest and brightest in world- 
wide enterprise. 

So business-wise, it’s a necessity to keep well-informed 
about what's taking place between the nations of the 


world, and inside of each nation. Most far-off events 
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TWENTY-FOURTH STREET, N.W., 





these days have a way of effecting the close-to-home 
interests of all of us. 

World Report is the business-wise publication which 
everyone in your company who has management respon- 
sibility should be reading reguiarly. Your own weekly 
issues are your first-hand proof that the great mass of 
news from abroad each week can be boiled down to a 
few, brief articles which have all the useful facts for 
businessmen. Why not pass along to your business 
associates the many advantages you gain by reading 
World Report? 


Start a World Report subscription for each man in 
your organization whose job it is to plan future opera- 


tions. The subscription rate is $4 for the next 52 weekly 


issues. 
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Argentina’s War Ministry plans to 
build a truck factory with a capacity of 
10,000 units a year. The plant, which 
will be financed by Government and pri- 
vate capital, will use Argentine steel. It 
will be convertible to the production of 
tank bodies and amphibious tractors. 


o 0 90 


The cost of Britain’s imports continues 
to rise. In May, the import price index 
increased 7 points to a total of 241 (1938 
equals 100). Prices of British exports 
increased 4 points to a total of 225. In 
three months, import prices rose 15 points 
while export prices rose only 10. 


oo 90 


Commercial freight now can be 
shipped by truck over the Alaska High- 
way. Shippers can forward goods by rail 
across Canada to a new port of entry in 
British Columbia. There, goods are trans- 
ferred to trucks for shipment over the 
road to Fairbanks and Anchorage. 


oo Oo 


Norway’s exports in May increased 
$8,000,000 over April's figures to a 
total of $34,200,000. Imports decreased 
$1,000,000 to $54,000,000. Larger ship- 
ments of fresh and canned fish, fish oils, 
fats, fertilizers, ore and metals accounted 
for the rise in exports. The drop in im- 
ports was due to smaller purchases of 
textiles, machinery, transport vehicles, 
and ore and metals. 


oo Oo 


Automobile rationing in Argentina has 
been discontinued. Ceiling prices, equiv- 
alent to market prices of June 30, have 
been set for sales of automobiles and 
trucks. Cars cannot be resold until one 
year after the date of purchase. 


o 9 Oo 


Civilian trips to Germany soon will be 
permitted for those who have aged or 
ailing relatives in the U.S. and British 
zones. Four hundred persons will be 
allowed to visit the U.S. zone and 50 
the British zone in each three-month 
period. Visitors will be issued ration 
cards and will use German facilities for 
transportation and lodging. 


o 0 90 


Import controls on Japanese goods are 
to be imposed by the Australian Govern- 
ment when private trade with Japan is 
resumed August 15. Licenses will be 
issued only for essential products not 
available in adequate quantities from 
Australian or sterling-area sources. 
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Iran's oil production has increased by 
2,500,000 tons in the last year. New 
pipe lines from the Persian Gulf to 
Haifa and Tripoli are expected to treble 
capacity by 1950. 


o 0 90 


Chile is to supply Brazil and Argentina 
all their nitrates. She is selling 70,000 
tons a year to Brazil and 30,000 to 
Argentina, and will increase the sales 
by 30,000 and 20,000 tons, respectively. 
Chile has agreed to store 30,000 tons 
of sodium nitrate in Argentina to be 
drawn upon, at the current price, any 
time the Argentine Government desires. 


oo 0 


To increase timber production in Brit- 
ain, the Government will grant land for 
planting and for 15 years’ maintenance. 
Forestry authorities plan to put 5,000,000 
acres of forest under cultivation within 
20 years. 


o 0 °O 


The first Dutch whaling expedition 
since the war has returned to Holland 
with 13,000 tons of oil. More than 750 
whales were caught. A small quantity 
of whale meat has been tinned and will 
be sold in the Netherlands. Another ex- 
pedition is scheduled for 1948. 


o 0 °O 


Production of cotton yarn is increasing 
in Japan. The total for June was 34,000,- 
000 pounds, an increase of more than a 
million pounds over the previous month. 


oo 9 


Motion picture theaters in Sweden last 
year showed 263 new films, of which 
more than half were produced in the 
U.S. The 229 imported movies came 
from 11 countries. The U.S. provided 
168. Twenty-five came from Britain and 
19 trom France. Russia sent only 5, com- 
pared with 12 in 1945, and Germany 
only 1, compared with 28 in 1942. 


oo 90 


Two hundred and sixty-two merchant 
ships have been allotted to 18 govern- 
ments as reparations from Germany since 


February 1946. 


o 0 90 


North Africa’s coal reserves, all of 
which are situated in Morocco, are to be 
exploited to help overcome the world’s 
fuel shortage. North African deposits are 
estimated at 40,000,000 tons. They lie 
near a railway center 40 miles from the 
Mediterranean. 
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Memo from the Editors 





World Report 





A new Hiroshima is rising above the rubble left by the atomic 
bomb blast two years ago. But it is not the same city that the U. S. 
bomb obliterated. It has a different appearance and its people have 
different ideas. For this week’s issue, on the second anniversary of the 
dropping of the bomb, World Report's correspondent, Joseph Fromm, 
went to Hiroshima and spent several days living with history’s first 
veterans of atomic warfare. He talked with everybody from the mayor 
to parasol salesmen. Beginning on page 17, you will find his three-page 
account, answering important questions about aftereffects of the bomb. 


How safe are U. S. investments abroad? In many lines, in 
many areas, returns are so attractive that the current rate of invest- 
ment is at record levels. Yet U.S. owners of property in certain parts 
of the world face the possibility of a total loss. The character of in- 
vestments abroad is shifting away from the prewar pattern. Trends and 
prospects, as well as the reasons behind them, are analyzed in a dis- 
patch on page 5. 


Russian wheat is pouring from the combines. Next winter, as it 
feeds hungry mouths, will it also feed new strength into the Russian 
regime? Will it lessen or increase the demand for U.S. foodstuffs? 
How the prospective food supply will affect the tug of war between 
East and West in Europe is told in a dispatch on page 7. 


The Dutch are spending badly needed resources and energy in 
East Indies battles. What do they hope to win by force of arms? 
Behind the long stalemate and fighting in Indonesia lies a story of 
vast resources that remain just out of reach. An appraisal of the valu- 
able stocks that a stable peace would release and an analysis of the 
latest Dutch idea of how to win that prize appears on page 10. 


A labor draft for Britons is being talked in London as a means 
of keeping workingmen on the job. Leaders of both management and 
labor in the U.S. have an important interest in knowing just how far 
the British will go to keep their industries manned. A dispatch on page 
12 sets out the problem confronting Britain’s Labor Cabinet and re- 
ports on the likely solution. 


Japanese gold is lying idle because it may include stolen prop- 
erty. Now a plan is being made to put it to work to finance an increase 
in Japanese industry. It would reduce bills the U.S. now foots to feed 
a prostrate Japan. But there are kinks in the plan. On page 16, you 
get an account of how the project would work, and what still needs 
to be straightened out. 


The Editors of "World. Report’ 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of August 5, 1947 
Volume 3, No. 6 


In a big sense, all diplomatic fencing now revolves around ways and means 
to line up nations either for the U.S. or on Russia's side. 

Russia regards herself as engaged in a war of nerves with the West. 

U.S. is intent on not being pushed out of Europe by Russia's whim. 

Maneuvers by Russia are aimed for strategic gains at U.S. expense. 

Russians haven't attained a position for a shooting showdown. 

Net result is that incidents and pressures stop short of warfare. 

Communist moves affecting Greece are designed to force the Greeks within 
the Russian orbit. Once in, Greece would be shut off from the outside world. 
You get an analysis of the Communist strategy operating against U.S. aid for 
Greece in a dispatch on page 14, 





Despite unsettled conditions in the world at large: 

U.S. profits on investments abroad are at the highest point in history. 

Earnings last year exceeded those of the boom days of the '20s. 

Earnings this year are goirg up; will be even higher than last. 

Unsettled labor conditions are not holding back U.S. businessmen who are 
putting more and more money in enterprises abroad. Tendency toward restrictive 
laws in many countries isn't a damper either. Fact that war losses of U.S.-owned 
plants in parts of Europe probably are total losses is ignored, written off. 

A shift in the pattern for overseas investments is taking place now, 

Europe, once preferred, is not at the top in new expansion plans. 

Canada, Latin America are the first choice of many American investors now. 

Retail stores, factories, mines, almost every type of enterprise imaginable, 
are opening up, or in the advanced planning stage. What it means is that U.S. 
merchandising methods, U.S. technical skills and "know how" are going abroad, 
spreading out on a world-wide basis as never before. You get this story on page 5. 

















It's going to be a struggle to keep economic subjects from being advanced 
at the coming inter-American conference in Brazil. 

Latin America has used up her wartime profits rather rapidly, now intends 
to get more dollars from the U.S. to industrialize. | 

U.S. policy is to limit the meeting to mutual defense, to discourage any 
discussion of a peacetime line of U.S. credit. 








A big boost in coal output, expanded production by Germany's Ruhr, is more 
than ever a top priority in U.S. thinking about how Europe is to be revived. 
It's not a new or novel approach, but it really does put first things first. 





: (over) 
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WORLDGRAN— (Continued) 


U.S. officials are emphasizing these basic points: 

& coal deficit now is crippling all types of European industry. 

Additional coal is sure to help Germany's neighbors, notably France. 

Ruhr coal. in any analysis, is the cheapest, handiest source of solid fuel. 

George Marshall, shaping policy for U.S., is impressed by a long-range idea 
that 2 production drive for Ruhr coal, expertly managed, can reduce French fears 
of a restored Germany. In practice, France would get an increasingly large 
share of Ruhr coal for herself, would be reassured against any undue use of Ger- 
man coal for German industries. Coal currently is so precious that the benefits 
of an increased supply could outweigh prejudices against helping German miners. 











Immediately, however, U.S. needs Britain's agreement on this: 

Responsibility for efficient mining would be put squarely on Germans. 

A German executive, with considerable power, would oversee management. 

A trustee scheme would postpone a decision on eventual ownership. 

Mining supplies, transport repairs, would be expedited from outside. 

New incentives would be used for recruiting, for raising output per man. 

Miners" housing would get first place among the planned improvements. 

Miners’ food would be guaranteed by better harvests and more imports. 

Im other words. there are two distinct phases to be worked out. The distant 
phase must satisfy Evrope’s coal requirements within Europe. The opening phase 
must be a joint U.S.-British effort in an area where Britain hitherto has en- 
joyed an independent authority. In both phases, there is to be anxiety lest Ger- 
many regain too much strength for herself, too much industrial power for Europe's 
safety. You get an insight into mining problems in the Ruhr in a dispatch on page 8. 























To illustrate, with figures, the significance of Ruhr coal: 

Current production, under poor conditions, nears 7,750,000 tons monthly. 
By year’s end, with improved conditions, a 9,500,000-ton level is sought. 
France's share. at the higher rate, would be 350,000 tons a month. 


France wants 500.000 tons a month, could readily absorb 1,000,000 tons. 
It meeds to be remembered that the U.S. has been shipping coal to Europe in 


recent momths at.a pace almost equal to the whole output of the Ruhr. For a full 
year, France, for example, has been buying coal from the U.S. at a rate that has 
averaged above 650,000 tons a month. With high freight rates prevailing, each 

S. tom cost France about $20 as compared to $10 for Ruhr coal. Possible dollar 
savings, through an increase of Ruhr coal, obviously are very large. 














As matters are developing at this time: 

U.S. stresses more Ruhr coal, delays increasing German steel output. 

U.S. strategy is to do a job of “selling” in winning French co-operation. 

French sensitivity is especially acute regarding Germany's steel capacity. 

Communist critics are quick to accuse U.S. of betraying French leaders. 

There is am official U.S. feeling that, given time enough, France will agree 
to the necessity for moderate increases in German output. There has been no U.S. 
decision to back away from the problem of making Germany a going concern, a 
self-supporting area. Instead, it's all a rather delicate maneuver, a bit of 
tactics to prevent an internal crisis from being provoked within France by Com- 
mumists. Prevailing view is that the Ramadier-Bidault team is getting along 
fairly well amc should be kept working for Europe's recovery, 
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— Dispatch — 
BOOM IN PRIVATE INVESTMENTS ABROAD 


Soaring profits for American capital that 
are causing record outward flow of money. 
Prospects for even higher returns in 1947 


The biggest migration of American 
private capital into business ventures 
abroad since the boom days of the 1920s 
now is under way. 

Businessmen from the United States 
are risking unsettled conditions and 
growing restrictions on free enterprise 
throughout the world for a chance at 
profits that last year paid Americans an 
average return of better than 6 per cent 
on their dollars invested abroad—the 
highest dollar return in U. S. history. 

This outward flow of investment 
money from the U.S. is stimulated by 
the fact that in 1946 U.S. businessmen 
received an income of $520,000,000 from 
direct investments abroad worth $8,- 
100,000,000. The income was 18 per 
cent higher than in 1938 on a total in- 
vestment 14 per cent greater than in the 
prewar year. 

The prospect for this year is that prof- 
its will be even higher. This fact. is at- 


tracting Americans into doing business® 


outside the U.S. in a variety of enter- 
prises ranging in size from the multi- 
million-dollar development of oil fields 






U. S. BUSINESS ABROAD: An 


in Arabia to establishment of a book- 
store in Australia. | 
@ The rise in profits to U.S. business 
from direct investments in other countries 
has taken place in spite of the fact that 
the war and political changes since the 
war have blacked out much of Europe 
and the Far East to ‘American business 
ventures. The chart on page 6 shows 
what areas and what industries pay the 
best return compared to prewar 1938. 
The petroleum industry leads all other 
types of U.S. direct investments abroad 
as an income producer. Before the war, 
petroleum was second to manufacturing. 
American oil firms are expanding their 
investments in the Arab world, in Vene- 
zuela and in Panama. Four companies 
operating in Saudi Arabia and nearby 
countries of the Middle East are enlarg- 
ing refinery and production facilities and 
starting construction of long, overland 
pipe lines to carry oil from the producing 
fields to Mediterranean ports. U.S. oil 
properties in the Netherlands East Indies 
and in the Russian sphere of Eastern Eu- 
rope are not paying profits now. But this 


ge « 


exodus of $1,000,000,000 a year for a record 6 per cent return 


loss of income is more than compensated 
by the high return from oil fields in the 
new Middle East basin and in Venezuela. 

By far the largest share of new Ameri- 
can capital venturing abroad is going into 
the oil business. 

Manufacturing enterprises abroad at- 
tract many American firms. Most of the 
new plants are being established in Can- 
ada, with many also planned for Britain 
and Latin America. ) 

Many of the largest manufacturers of 
U. S. consumer goods are enlarging their 
operations abroad. Smaller firms also are 
going into production in factories estab- 
lished outside the U.S. For example, 
Americans plan to manufacture cosmetics 
in Australia, rayon goods in Venezuela 
and clocks in Britain. 

Scores of well-known American brand 
products are going to be manufactured 
also in Canada, and thus can be sold 
from inside the tariff walls of the British 
Commonwealth. A Mexican Government 
decree that could limit outsiders to 49 per 
cent ownership of firms in Mexico does 
not deter some of the largest U.S. cor- 
porations from establishing branch plants 
there. Americans are going to produce 
coal-mining machinery in England, toys 
in Wales, furniture in Australia and trail- 
ers in Canada. 

Mining and smelting, a big income 
producer for Americans before the war, 
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LATIN AMERICA 


is not attracting much of the new invest- 
ment capital. Profit showings were poor 
during the war. 

Wartime restrictions on mining of gold 
and silver cut into U.S. income from 
Canadian mines. Returns from American 
mining interests in Peru and Chile were 
restricted by the fact that the U. S. Gov- 
ernment bought strategic metals and min- 
erals at fixed prices during the war and 
costs skyrocketed. 

Public utilities profits as a whole have 
not changed greatly since the war. Ameri- 
can firms show a trend to sell their hold- 
ings abroad rather than acquire new 
properties. This is due in part to the de- 
sire of governments in other countries to 
take over control of these basic services. 
Thus, two years ago International Tele- 
phone and Telegraph sold its Spanish 
holdings and last year sold its telephone 
network in Argentina. 

Agriculture, on the other hand; is at- 
tracting more U. S. capital overseas. 

Profits from U.S. holdings in Cuban 
sugar lands are two and three times 
larger than they were before the war. 
American sugar firms are extending their 
holdings on the island. Banana planta- 
tions in Central America are paying well. 
American investors are putting money 
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into development of timber lands in 
Africa, South America and Canada. 
Paper and pulp industry profits to 


‘American investors have increased more 


than threefold since before the war. Al- 
most all U.S. direct investments in this 
industry are in Canada. They are being 
rapidly expanded. Since the war ended, 
Americans have invested about $100,- 
000,000 for new paper and pulp plants 
in Canada. 

Marketing and distribution abroad of 
products made in America is in its in- 
fancy as a source of investment income. 
Profits are big and getting bigger. The 
dollar shortage is the only ceiling in sight 
in a world hungry for American goods. 

American retailers are opening new 
stores in Mexico and Brazil and adding to 
other Latin-American. and Canadian 
branches. U.S. iron and steel firms are 
opening new warehouses abroad. Ameri- 
can pharmaceutical companies are step- 
ping into the Latin-American market 
vacated by German firms. New com- 
panies have been organized in the United 
States to introduce American products 
to the Middle East and to other areas 
where these brands are relatively little 
known. , 

The biggest expansion in U. S.-owned 
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marketing activities is in the Western 
Hemisphere. Expansion in Europe and 
Asia is delayed by currency problems and 


a ° F 
the general lag in economic recovery 


@ Dark spots in this profit picture are 
the U. S.-owned properties trapped in-the 
former enemy countries and war zones of 
Europe and Asia. 

Investors are getting no returns from 

the $500,000,000 worth of plants and as- 
sets sealed off in occupied countries and 
in Russia's sphere of influence. In occu- 
pied Germany, Austria, Japan and Korea, 
there are prospects of American investors 
eventually getting income from their 
holdings. Damage was not as extensive 
as first believed. But in Eastern Eurone, 
the chances look slim for getting out 
profits in dollars. Some American plants 
in this area have been nationalized, oth- 
ers have been stripped of their ma- 
chinery. A settlement, if it is made, will 
be long in coming. 
@ Where business still is free, American 
investment capital is being exported at a 
current rate of about $1,000,000,000 a 
year. The U.S. Government is encourag- 
ing this exodus of private dollars to sup- 
plement the billions in public funds the 
U. S. is spending to sustain world-wide 
economic recovery. 
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RUSSIA’S RISE AS SOURCE 
OF FOOD FOR EUROPEANS 





Advantage for Molotov in improvement of 
production in Soviet-dominated countries 
while Marshall-Plan area grows hungrier 


The team backed by Russia is winning 
the first battle in Europe’s campaign for 


_ recovery. 


@ Eastern Europe now has more food in 
sight than at any time since the war. 
Workers in mines and industry have the 
promise of larger bread rations, or of an 
end to bread rationing altogether. In- 
dustrial production, therefore, is not to 
be held up by food shortages. 

@ Western Europe on the other hand, 
is producing less food this year than last 
year, far less than before the war. With- 
out heavy imports, industrial recovery 
will bog down completely. 

The pinch is to become acute next 
winter, at about the time the U.S. Con- 
gress is expected to be voting on the 
Marshall offer of aid to Europe. If Con- 
gress provides the dollars, the countries 
of Western Europe can draw on the wheat 
now piling up in the Western Hemisphere 
behind U. S. Secretary of State George C. 
Marshall. 

But if Congress votes no, or delays a 
decision very long, hungry workers in 
Western Eurppe will put pressure on their 
governments to accept, at any price, some 
of the wheat known to be in the control of 
Russia’s Foreign Minister, Vyacheslav M. 
Molotov. 

The physical facts behind this coming 

conflict in international relations are 
these: 
@ In the Molotov territory, the wide- 
spread drought of last year has disap- 
peared, Good weather, on acreages larger 
than a year ago, although still smaller 
than before the war, assures enough grain 
to feed everybody in the area, with some 
left over for export. Official guess in 
Washington is that Russia herself may 
have more wheat available for export than 
in any year since 1938. 

Inside Russia, high yields per acre are 
counted on to produce a grain crop of 
more than 80,000,000 tons, within sight 
of the prewar average of 90,000,000 tons. 

As a result, the Moscow radio now re- 
ports that Soviet officials are promising to 
discontinue bread rationing, on a date 


yet to be announced. And Russian nego- 
tiators have held out to a British trade 
mission a tentative offer to sell a million 
tons of grain out of this year’s crop, but 
at prices that London thinks exorbitant. 
Russia’s neighbors, tied to the Kremlin 
by geography and politics, also look for 
better crops than last year. Czecho- 


- Slovakia may need only small imports of 


grain from the Soviet Union. Romania 
may have enough of her own this year, 
in contrast to last year’s famine in Molda- 
via. Bulgaria may need some grain, but 
Yugoslavia is in a position to provide it. 

Even Poland, which last year imported 

nearly a million tons of grain, now is re- 
ported to have little need for food from 
other areas. U. S. officials, after inspecting 
Polish farms, say that the country may 
need only some grain for seed, and may 
be able to export 80,000 tons of sugar and 
a million tons of potatoes. The U.S. 
State Department, as a result, announces 
that none of the American relief appro- 
priation of $332,000,000 will have to go 
to Poland. 
@ In the Marshall territory—Western 
Europe plus Italy and Greece—the out- 
look is very different. A severe winter 
killed much of the wheat, and a wet 
spring delayed the planting of other 
crops. Although the weather since then 
has improved the prospects, grain pro- 
duction is expected to average less than 
last year, and perhaps no more than 75 
per cent of the prewar level. 

Western Europe is asking the Interna- 
tional Emergency Food Council to allo- 
cate to it nearly 29,000,000 tons of grain, 
or 90 per cent of the total available for 
export from all areas, including Soviet 
Russia. Last year, in the shipping season 
ending June 30, 1947, the nations of 
Western Europe asked for allocations of 
nearly 18,000,000 tons and got 14,500,- 
000 tons, or 58 per cent of the total 
shipped. Chances are that during the next 
12 months Western Europe will do well 
to import 25,000,000 tons, leaving 7,000,- 
000 tons of available exports for the rest 
of the world. 


@ Conditions the 16 countries of the 
Marshall area must fulfill before import- 
ing these 25,000,000 tons of grain, how- 
ever, are not easy. 

Home production is expected to stay 
out of the black market, and to go through 
official channels to support bread rations. 
This means that France, Italy, Greece, 
Belgium and Western Germany will have 
to collect more grain from farmers than 
they did last year. Greek officials, par- 
ticularly, are asked to guarantee collec- 
tion of more than the 10 per cent of 
the supply that they now promise. 

Competition between humans and 
animals for grain is expected to be re- 
solved in favor of humans. Increased 
feeding of grain to livestock keeps wheat 
on farms, away from industrial workers. 

Dollars, finally, will be needed to buy 
25,000,000 tons of grain imports. This 
depends on the U. S. Congress. In making 
its decisions, Congress will have before it 
the fact that Western Europe’s diet is 
getting worse just when Eastern Europe’s 
is improving. 
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PRECIOUS LOAD 
Will she carry home less next winter? 
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U.S. SCHEME TO DOUBLE RUHR COAL OUTPUT 
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Proposals for changes in Great Britain's 
administration of mines that would lay 
foundation for recovery of Continent 


Reported from LONDON, 


PARIS and WASHINGTON 


An underpinning for the Marshall 
Plan is being designed now by American 
officials in Washington. What is pro- 
posed is a series of specific measures that 
will double coal production in Ger- 
many’s Ruhr without a new and heavy 
outlay of dollars. 

Top attention in official Washington is 
concentrated on these measures. Rea- 
soning is that the Marshall Plan, as well 
as U.S. chances for a return on the bil- 
lions invested in the Continent, primarily 
depend on Europe's ability to dig coal 
out of the Ruhr. 

@ The U.S. plan, providing for drastic 
changes in British administration of the 
Ruhr, would operate in this fashion: 

Responsibility for efficient manage- 
ment of the coal mines would be put 
squarely upon the Germans. 

Administrative priorities would put 
coal, and everything connected with coal, 
at the head of the list. 

Miners’ housing would be first on the 
program for immediate and extensive im- 
provement. 

Miners’ food would be the subject of 
minimum guarantees by the Allies. 

New incentives would attempt to re- 
cruit more miners, step up output per 
worker. 

Mining supplies would come under the 
new system of priorities, ahead of sup- 
plies for other industries. 

Transportation, without which coal 
- cannot be moved, is due for quick repair 
and replacement. 

These are the major elements in an 

American plan of action in the Ruhr. 
Question now is whether the British, 
who control Germany’s Ruhr mines, will 
agree. The French, though not directly 
involved in governing this part of Ger- 
many, may also have to be consulted 
before the new plan goes into effect. 
@ Under new management,. assuming 
British agreement and French acquies- 
cence, the Ruhr would soon begin to 
look like this: 

All coal properties in the area would 
be placed under control of a single ex- 
ecutive, by decree of the U.S. and Brit- 
ish military governments. This executive 
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is to be a German of competence and 
experience, free from Nazi ties. Under 
him, the whole machinery of administra- 
tion and operation of the mines would 
be German. Allied technicians and min- 
ing experts, however, would be relied 
upon heavily for advice. They would 
report, as would the German executive 





and management, to the bi-zonal council 
of military governors. 

Under this arrangement, the single 
executive for Ruhr mines would replace 
the North German Coal Control, the 
mixed Anglo-German authority that has 
been unable to get Ruhr coal output 
above 58 per cent of prewar levels. In 
effect, the new executive would be a 
trustee for the mines, perhaps for five 
years. The issue of private versus pub- 
lic ownership would be _ sidetracked 
for that period. 

First order of business for the new coal 
boss would be to lay down a system of 
priorities for coal clear across the board. 


UNDERPINNING FOR MARSHALL PLAN 
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FOOD FOR MINERS would be sub- 
ject to minimum guarantees by Allies 
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MINE RESTORATION would receive 
top industrial priority for supplies 
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HOUSING FOR MINERS would be 
first in line for immediate repairs 
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TRANSPORTATION would be due for 
quick repair and essential replacement 
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One reason for the British failure to get 
better results in the Ruhr, American ob- 
servers believe, has been the absence of 
an airtight system of priorities, firmly en- 
forced. 

Accordingly, it would be up to the new 
management to use its powers, with Al- 
lied concurrence, to see that the coal in- 
dustry got first call on raw materials, 
food, services and man power. 

Housing for miners is a case in point. 
Approximately one fourth of the coal 
miners in the Ruhr are trying to live in 
makeshift shelters, basements of bombed- 
out dwellings, or hovels without any 
facilities. Another 20 per cent live too far 
from the mines for efficiency. Thus, about 
half of the Ruhr’ miners need better 
housing if they are to do a good day’s 
work. 

The American idea is to centralize 
responsibility for miners housing in a 
single agency under the coal executive. 
This agency could claim and get prior- 
ities for building materials and labor 
with which to repair damaged homes 
and to build new ones. 
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INCENTIVES FOR MINERS would recruit more men 
and also step up output of those already at work 


Food for miners is now a question of 
meeting the extra rations already prom- 
ised. Compared with the bi-zonal aver- 
age of 1,550 calories daily per person, 
miners are supposed to receive 4,000 
calories. During the last three months, 
however, official rations have not been 
met. Food imports lagged and collections 
from German farmers fell far behind. 

To correct this deficiency, American 
officials would step up import schedules 
and crack down on those German farm- 
ers who deal in the black market rather 
than sell through official channels. Miners 
would then be given an ironclad guar- 
antee of 4,000 calories a day. 

Extra incentives, some of them begin- 
ning to go into effect, also are planned. 
A system by which miners get extra 
rations of food and tobacco for regular 
attendance has been in effect for several 
months. It is now proposed to offer added 
incentives for increased output per mine. 
More food for miners’ families is prom- 
ised. In addition, a percentage of re- 
ceipts from coal exports from the Ruhr 
may be set aside to pay for goods to be 
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imported especially for miners and their 
families. 

@ Cost to the U.S. of these measures, 
as Washington officials see it, would be 
little higher than the present outlay for 
imports of food and raw materials. The 
labor, skill and industrial capacity to 
build houses, make pumps and pneumatic 
drills for mines, and repair and rebuild 
transport in the Ruhr, are all there. Ex- 
cept for importing such special items 
as rubber belting for mine conveyors, the 
problem is to revive the Ruhr’s capacity 
to make its own wheels turn. 

American officials think this can be 

done by putting the mines, and every- 
thing related to coal production, under 
new and efficient management. 
@ Prospects that the U.S. plan for the 
Ruhr will go into effect are strengthened 
by two facts. One is that American dol- 
lars already are financing most imports 
into the area either directly or indirectly. 
Second fact is that all 16 countries of 
Western Europe in the Marshall Plan 
must have more coal from the Ruhr in 
order to rebuild themselves. 
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ULTIMATE GOAL FOR THE RUHR is doubled coal 
production without a new and heavy outlay of dollars 
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HOLLAND’S GAMBLE FOR WEALTH OF INDIES 


Risk of heavy political and material losses 
if victory is not quick and complete. Difficulty 
of winning full co-operation of the people 


The Netherlands Government, by re- 
sorting to force in the East Indies, is 
gambling for high stakes on a double-or- 
nothing basis. 

The stakes are the raw materials in 
the area of the Indonesian Republic. The 
Dutch want the huge stockpiles of sugar, 
rubber, quinine and other valuable prod- 
ucts of Java. They want to cash in on 
the current world shortage of oil by 
resuming production on Sumatra, where 
the refineries can produce 100,000 bar- 
rels of fuel daily. 

If the Dutch once again can benefit 
from the wealth of their Far Eastern 
colonies they will be in a position to 
speed up the rehabilitation of war-torn 
Holland. 

But if the colonial war is prolonged, 

the Dutch stand to lose what they al- 
ready hold in the Indies. Holland's finan- 
cial position is weak. Her army of 
100,000 in the Indies not only is ex- 
pensive to maintain, but also is causing 
a shortage of man power at home. 
@ The big gamble is being taken in 
desperation, after two years of failure to 
reach a peaceful settlement with the 
Indonesian Republic. 
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ON THE DUTCH SIDE: They fight for sugar and oil 


The Dutch offensive is meeting with 
success, but the real test will be whether 
the native populace will accept the re- 
turn of their former rulers. The Dutch 
are confident that they will. But Indo- 
nesian leaders promise prolonged guer- 
rilla warfare. 

@ Dutch economic gains, through mili- 


. tary action, hinge on their ability to win 


over the Indonesians. Large stockpiles of 
raw materials already have been seized 
by Dutch troops, but most of the wealth 
is in the interior. Serious difficulties are 
to arise in moving the raw materials, un- 
less the Indonesians co-operate. 

Sugar totaling 200,000 tons is stock- 
piled in the interior of Java. Before it 
can be moved to the ports, the Dutch 
must import coal and lubricants to oper- 
ate the railroads. Since 1942, the Indo- 
nesians have been burning valuable teak 
wood to run the railroads on a limited 
basis. 

Representatives of the International 


‘Emergency Food Council, who recently 


inspected some of Java's sugar mills, 
warehouses and plantations, found the 
sugar stocks in good condition. Most 
warehouses are of steel and concrete 


a» 


im 


aA 


ei ro 
et 
rl 


construction and the sugar has suffered 
a minimum of deterioration. 

The Council estimates that Java can 
produce between 200,000 and 300,000 
tons of sugar in 1948, if the Dutch and 
Indonesians can get together. Prewar 
production exceéded a million tons. 

Indonesian leaders told Council mem- 
bers they would burn the sugar stocks 
before surrendering them to the Dutch. 
At the outset of the fighting, however, 
the Dutch troops moved so fast that the 
Indonesians did not carry out their 
threats. . 

Rice from the interior of Java is 
wanted by the Dutch for the other is- 
lands of the Indies, which do not pro- 
duce sufficient quantities for their own 
needs. The attack began soon after a 
bumper harvest, so large stocks should 
be available. The Indonesian Republic 
had intended to export part of its rice 
surplus to India. 

The rubber market is watching the de- 
velopments in Indonesia because a quick 
‘and complete Dutch victory would in- 
crease greatly the quantity of crude rub- 
ber available for the world market. 

The Dutch Army already has captured 
30,000 tons of rubber on the docks of 
the Indonesian port of Cheribon. Gov- 
ernment officials are being sent there 
from Batavia to expedite shipment. Well 
over 100,000 tons is available for export 
in other parts of Java and Sumatra. This 
rubber, mainly from Dutch estates in 
territory still under Indonesian control, 
has been held off the world market by 
the Dutch-Indonesian dispute over its 
ownership. Some rubber has been smug- 
gled out of the islands, eventually reach- 
ing Singapore, but the Dutch naval 
blockade has kept the rest bottled up in 
Indonesian territory. 

Petroleum represents the biggest eco- 
nomic stake of the U.S. and Britain in 
Indonesia. One of the first objectives 
of the Dutch troops was to capture the 
rich oil fields cn the island of Sumatra. 

Once law and order is restored on 
Sumatra, the Shell and Standard-Vacuum 
oil refineries can produce 100,000 bar- 
rels a day almost immediately. Work 
has been progressing for several months 
on repairs to the refineries. 

Preliminary reports show the oil fields 
are in good condition, as are the 50 miles 
of pipe lines from the wells to Palem- 
bang. 

The threat of possible guerrilla war- 
fare now is the main concern of the oil 
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companies. They want to resume produc- 
tion as soon as possible but cannot hope 
to operate as long as there is danger of 
sabotage to their wells, pipe lines and 
refineries. 

Cinchona bark, which is processed into 
quinine, is available in huge quantities 
on Java. The plantations are in good 
condition and several thousand tons of 
prepared salts are available for export. 

Palm oil, of which there is an acute 

world shortage, comes mainly from East- 
ern Sumatra. Stockpiles there are be- 
lieved to exceed 100,000 tons. 
@ Duch advantages in the fighting for 
these commodities are that they have 
modern weapons and a carefully planned 
scheme of operations. 

The Dutch feel confident that their 
occupation problems will not be difficult 


in the newly won areas of Java and 
Sumatra. They point to past successes 
in enlarging their areas of occupation 
and contend that, on every occasion, the 
native population has welcomed their 
return and has co-operated fully. 

@ Indonesian advantages are few. The 
Republic’s ill-equipped Army is no match 
fo: the Dutch. It is armed largely with 
rifles supplied by the Japanese, from 
whom the Indonesians also learned to 
make land mines and grenades, which 
they have used effectively during the 
last two years of intermittent fighting 
with Dutch and British troops. 

The chief weapon on which the Indo- 
nesians rely, however, is world opinion. 
From most capitals have come expres- 
sions of regret over the war, or outright 
criticism of the Dutch. 


Copyright, 1947, by World Report 


Carrying Indonesia’s appeal for help 
to the outside world is its former Premier, 
Sutan Sjahrir, the moderate leader who 
came close to concluding an agreement 
with the Dutch last spring. He is now in 
India seeking help from his friend, Pan- 
dit Jawaharlal Nehru, in getting Indo- 
nesia’s case before the United‘ Nations. 
Later he may go to Europe and the U. S. 
@ The Dutch are ready to risk criticism 
as part of their gamble. They are count- 
ing, however, on achieving their objec- 
tives before world opinion fully 
crystalizes. 

If their East Indies venture does not 
succeed according to plan, the Dutch 
may have on their hands a long war, 
comparable to the one in Indochina. 
Such a war could carry the Netherlands 
to the brink of bankruptcy. 
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BRITAIN’S RELUCTANT STEPS 
TOWARD DRAFT OF LABOR 








Possibility of Government's acceptance of 
argument that compulsion is necessary 


The Socialist leaders of Great Britain 
are talking about forcing British workers 
to take jobs in essential industries. A 
labor draft is not an immediate prospect, 
‘but steps leading toward compulsory 
direction of labor and management are 
being taken. 

The British workingman, as a result, 
may find it more difficult to pick and 
choose the conditions of his employment. 

The Government has announced that 
it will use compulsion, if necessary, to 
introduce staggered working hours from 
7 a.m, to 8 p.m. to save electricity this 
winter. 

Arthur Deakin, secretary of the Trans- 
port and General Workers Union, has told 
his 1,300,000 followers that labor “must 
accept a limited amount of direction.” 

Such announcements constitute a com- 

plete about-face from the principles of 
the Labor Party as proclaimed in its 
annual conference in May. At that time 
leaders of Government and the unions 
rejected compulsion in favor of incentives 
to boost production. 
@ Trouble is that too many of Britain's 
workers are earning a living on nonessen- 
tial jobs or are taking it easy on essential 
jobs. 

The kind of work done by many 
Britons is hurting production. The total 
civil working force now is less than 10,000 
below the year-end target of 18,400,000. 
But essential industries are undermanned 
and nonessential industries are over- 
manned. 

At present there is an urgent need for 
at least 18,000 more coal miners and 
26,000 additional cotton workers. About 
43,000 more men are required to maintain 
produetion rates on Britain's farms. In- 
dustries classified as vital to the nation’s 
economy can offer jobs to about 250,000 
Britons. 

Nonproductive activity, meanwhile, is 
suffering little from lack of workers. 
Some 30,000 bookmakers, who takes bets 
on football, greyhound racing and other 
sports, are employing about 500,000 per- 
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to get workers into essential industries 


Reported from LONDON 


sons full or part time. The Minister of 
Labor, George Isaacs, is asking bookmak- 
ers to hold down the number of their 
employes and to reject job applicants 
fitted for industry, but the man-power 
drain continues. 

Men trained for a long time in one job 
are reluctant to move to another and are 
inclined to coast along on part-time work. 
This is happening among tobacco work- 
ers affected by the cut in tobacco rations 
and among typesetters hit by a shortage 
of newsprint, 

Output per worker in the essential in- 
dustries is not rising as swiftly as had been 
expected. In addition, strikes and ab- 
senteeism are costing the coal industry 
more than 100,000 tons a week. Produc- 
tion now is hovering at about 4,000,000 
tons a week, 

To boost worker output and to attract 

workers to essential industries, most labor 
leaders still are calling for additional in- 
centives. 
@ Failure of incentives to effect a last- 
ing increase in production or to move 
workers to the undermanned industries 
is leading to consideration of other 
methods. 

More money in wage increases and 
special bonuses is going into the British 
workers’ pay envelopes while the cost 
of living remains virtually stationary. 

By the end of 1945, the average wage 
rate in all industries was about 50 per 
cent higher than in 1939, and now is 67 
per cent above the prewar level. The cost- 
of-living index, with 1939 equaling 100, 
was 131 at the end of 1945 and remains at 
131 today. 

Less work is the principal incentive 
now offered in essential industries as an 
attraction to new recruits and as a means 
of boosting production per shift. 

Since the end of the war, about 
5,500,000 workers have had their work- 
ing hours cut an average of three hours 
a week. Most of these are working a 
5-day, 44-hour week. 

Union leaders, as well as their repre- 






















































































































sentatives in.the Labor Government, are 
on record as saying that the 5-day week 
would stimulate, not injure, production 
in essential industries. 

In the coal industry, the introduction 
of the 5-day week in May was followed 
by a spurt of production. Voluntary ab- 
senteeism dropped to 4.65 per cent from 
10.91 per cent in April. Over-all output 
per shift increased slightly. But the trend 
did not continue. 

The records since the end of May show 
that coal output has declined while ab- 
senteeism and strikes rising from the rank 
and file have increased. As a result, the 
National Coal Board is threatening to 
go back to a 5% or even a 6-day week 
while leaders of the mine unions are call- 
ing desperately for increased production. 
@ The proposals for getting men into 
the job where they are needed, and keep- 
ing them there, are these: 

Limited control of labor is suggested 
by Deakin as a substitute for money in- 
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BRITAIN’S PROBLEM: TOO MANY WORKERS IN WRONG JOBS 


How English Manpower is Distributed 


m (I 560, 000 
ARMED FORCES — 1,417,000 











ARMED FORCES 1,270,000 
SUPPLIES 440,000 
HOME MARKET 000 
MANUFACTURING 5,108,000 
EXPORT MARKET 990, 000 





MANUFACTURING 





1,489,000 
BASIC INDUSTRIES, q 
_ SERVICES 5,612,000 


BUILDING, OTHER 1,310,000 
INDUSTRIES 1,290,000 







centives in essential industries. His 
transport workers do not want the miners 
to get a bigger slice of Britain’s pay en- 
velopes. The same issue is certain to arise 
at the Trades Union Congress meeting in 
September, when transport workers may 
be at loggerheads with coal miners. 
Edwin J. Drechsel, World Report's staft 
correspondent in London, says: 

“Alternatives to labor control include a 
scheme under study by the British Army. 
Servicemen would be loaned to critical in- 
dustries and mines after a_ six-month 
training period. The Army itself would 
organize special teams for each industry, 
housing them in Army barracks for the 
duration of their service. 

“Experience has taught labor to beware 
of both plans. 

“Part of the absenteeism now dragging 
down production in the coal, building and 
engineering industries is rising from the 
fact that controls held over from the war 
still prevent workers from leaving these 


2,225,000 
OTHER SERVICES | ae 222." 
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industries for others. A rise in absenteeism 
might be expected if additional workers 
were forced unwillingly into these indus- 
tries. 

“Unions also oppose the Army plan, 
which they compare to the ‘Bevin Boy’ 


scheme set up by Ernest Bevin, wartime ° 


Labor Minister. The ‘Bevin Boys’ were 
exempt from military service as long as 
they remained on jobs in the coal mines, 
but they were not efficient workers. 
Similarly, in peacetime, Army conscripts 
might be expected to do less work than 
civilian miners.” 

Compulsory staggering of work hours 
designed to save electricity during the 
winter months will give the Government 
more experience in directing labor and 
industry. All British industries using elec- 
tric power are to arrange working hours 
so as to move one third of the daily peak 
load outside normal day-shift hours. This 
will spread more‘evenly the use of avail- 
able electric power. 
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Concessions have been agreed upon by 

leaders of industries employing 2,000,- 
000 workers. Workers will get a normal 
wage scale for any period between 7 a.m. 
and 8 p.m., with some Saturday morning 
work. Management will introduce and 
extend night shifts at higher wage rates. 
It remains to be seen whether individual 
owners and workers will accept their 
share of the responsibilities under this 
arrangement. If they do not, the Govern- 
ment is prepared to impose a year's im- 
prisonment or fines up to $2,000. 
@ A shift in Government and union 
policy toward the workers already is tak- 
ing place. The Government is closing coal 
mines where absenteeism is increasing; 
union leaders are preparing to expel mem- 
bers who join unauthorized strikes. The 
tendency to “get tough” with reluctant 
workers rather than to offer them in- 
centives is increasing, but Government 
direction of labor will remain limited for 
the immediate future. 
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COMMUNIST PLAN FOR SEIZING GREECE 


Intention of setting up rival regime in north, 
giving open military aid to guerrillas, and 


establishing pro-Soviet rulers in Athens 


Reported from ATHENS 
and WASHINGTON 


Balkan Communists and their follow- 
ers are stepping up their campaign to 
gain control of Greece. 

The Communists are considering the 
enlistment of outside help for the Greek 
rebels to offset American and British aid 
to the Athens Government. 

If fully carried out, the Communist 
plan could quickly involve the whole 
Balkan area in the Greek conflict, trans- 
forming the civil war into an_inter- 
‘national war and endangering world 
peace. How to prevent such a catastro- 
phe has been the subject of bitter debate 
in the United Nations for weeks. 

Whether or not the Communists will 
set their program in motion will depend 
upon their estimates of the chances of 
success. 

@ The Communist plan for Greece has 
a political side and a military side, 
closely reicted. 

A rival government in Northern Greece 
may come first. Most likely leader of 
such a government would be Nicholas 
Zachariades, head of the Communist 
Party in Greece, a Moscow-trained vet- 
eran of Balkan underground work. 

The rebel government would claim 
sovereignty over a territory of no fixed 
boundaries. Even its capital would have 
to be shifted from time to time in order 
to get out of the patch of the Athens 
Government forces. For a start, it would 
try to dominate the northern fringe of 
Greece, as shown on the accompanying 


map. That is the area closest to Com- 
munist allies in Albania, Yugoslavia and 
Bulgaria and is ideally suited to guerrilla 
warfare. 

A separate government would give the 
Greek rebels some real advantages. 

Such a government would provide a 
dramatic rallying point for many of those 
persons opposing the Athens Adminis- 
tration. The rebels would try to portray 
themselves as the “people’s” government, 
whereas the Government in Athens 
would be pictured as the tool of the 
Anglo-Americans, without any right to 
claim sovereignty over Greeks. 

It is considered sure that certain Com- 
munist-dominated countries would rec- 
ognize the rebel government and grant 
it the rights of a belligerent. Greece's 
Balkan neighbors—Albania, Yugoslavia 
and Bulgaria—would be in a position to 
give the new government military assist- 
ance openly, just as the U. S. and Britain 
today are helping the Athens Govern- 
ment, 

An international brigade may go into 
action on the rebel side in order to 
attract the support of Communist sym- 
pathizers in other countries. It is not 
likely that this force would enter the 
Greek fighting until after the establish- 
ment of a rebel government, which 
would then call for support from the 
“democratic workers” of other countries. 

Elements of a potential international 
brigade now training in Yugoslavia and 





Albania would be the first to answer the 
call. 

Such a unit probably would be made 
up largely of Yugoslavs, Albanians and 
Bulgarians. Governments of those coun- 
tries could answer protests by asserting 
they could not prevent their nationals 
from joining international groups. 

There is no positive evidence that an 
international brigade has participated in 
the fighting in Greece thus far. There is 
considerable evidence, however, that 
such a group is being recruited by the 
Communist parties of several European 
countries for eventual service in Greece. 

Principal recruiting for the interna- 
tional brigade is going on in Italy and 
Southern France. It is estimated that the 
number of recruits transported into the 
Balkans for the international btigade 
thus far does not exceed 2,500. 

Potential reinforcements for the inter- 
national brigade already are active in 
Albania and Yugoslavia near the Greek 
border in the form of international work 
brigades of young men and women who 
have volunteered to help with the job 
of reconstruction in those countries. 
These groups are trained and led by 
Partisans and could be quickly trans- 
formed into guerrilla fighting forces. 

One of these groups is described by 
the Moscow Radio: 

“Young people of many countries are 
helping the young of Yugoslavia build 
a railway from Shabats to Kraljevo. 
Working on this huge job are partners 
from Britain, Sweden, Denmark, Ro- 
mania, Hungary, Australia and other 
countries. In July, groups are expected 
from Italy, Switzerland, France, Czecho- 
slovakia and a number of other coun- 
tries.” 

The radio of Tirana, Albania, claims 
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that 11,000 young men and women of 
an international work brigade are now 
working on a railroad project in Albania 
and that reinforcements are arriving con- 
stantly. 

@ Communist aims in Greece are part 
of the larger Soviet plan for Europe. This 
plan calls for Communist domination of 
Northern Greece through territorial an- 
nexations and of the remainder of Greece 
by a Communist government. 

Territorial gains at the expense of 
Greece are a motivating force for all 
three of Greece’s Communist neighbors 
to the north. The map shows the areas 
involved. 

Bulgaria claims Eastern Thrace. 

Albania feels she should have Southern 
Epirus. 

Yugoslavia wants to unite the Greek 
part of Macedonia with Yugoslav Mace- 
donia and make it a part of a Balkan 
federation. Ownership or domination of 
Greek Macedonia would give Marshal 
Tito a major outlet to the Mediterranean 
(Salonika) and control over a large part 
of Greece’s food supply. 


HOPE: A RED STATE 
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Strategic reason for Communist inter- 
est is that Greece is the only Balkan 
country that remains outside the sphere 
of Russia and her satellites. Greece is a 
barrier to Russia’s penetration to the 
Mediterranean and is the southern 
bridgehead of the Western Powers in the 
Balkan peninsula. 

Control of Greece would give the 
Soviet countries a strong offensive posi- 
tion in any future conflict. As the Ger- 
mans demonstrated in World War II, the 
Greek peninsula not only lies athwart 
the British life line in the Mediterranean 
but dominates the approaches to the 
Dardanelles. 

@ Outside help for the Greek rebels, un- 
der the new plan, actually would merely 
increase the support they already are get- 
ting from their Balkan neighbors. 

A U.N. investigating commission re- 
cently has established that Yugoslavia, 
Albania and Bulgaria have been inter- 
vening actively in the Greek civil war. 

Eight of the 11 members of the Com- 
mission subscribe to the conclusion that: 

“Yugoslavia, and to a lesser extent Al- 
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bania and Bulgaria, have supported the 
guerrilla warfare in Greece.” The repre- 
sentatives of Russia and Poland dissented 
and the representative of France re- 
corded an abstention. 

The majority of the 
claims: 

That Yugoslavia has been training 
Greek refugees, furnishing them with 
equipment and supplies and then send- 
ing them back into Greece to fight on 
the rebel side. 

That Yugoslavia has established a 
special camp at Bulkes to train and in- 
doctrinate guerrillas for the fighting in 
Greece. 

That Bulgaria has furnished the Greek 
guerrillas with transportation, shelter, 
medical services and arms, all on Bul- 
garian territory. 

That Albania has furnished arms, mili- 
tary training and political instruction to 
the rebels. 

@ The danger period in Greece is be- 
tween now and next winter. The Greek 
rebels realize that the time to get things 
done is before U. S. aid becomes effective. 
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—— Dispatch — 


DRIVE TO USE JAPAN’S GOLD 
AS LEVER IN HER REVIVAL 





Washington's campaign to get private 
bankers to loan nation $200,000,000, 


with impounded treasure as collateral 


Reported from WASHINGTON, 
TOKYO and NEW YORK 


The U.S. Government is trying to 
persuade international bankers to pro- 
vide cash to set Japan up in business 
again as one of the leading industrial 
powers of the Far East. 

To start with, $200,000,000 in private 
loans are wanted. The money would be 
used to create a revolving fund to finance 
the purchase of raw materials that Japan 
urgently needs to revive export trade. 
@ Japanese gold and other precious 
metals and jewels now impounded by the 
Allies are to be offered as security for 
bank loans. The value of this hoard 
is estimated at $200,000,000. Japan 
amassed the valuables in the course of 
her invasion of Far Eastern countries. 
The victims now are trying to get them 
back, but no decision is to be made until 
the peace conference. 

Because of the gold’s disputed owner- 
ship, however, bankers are skeptical of 
its value as security for Japanese loans. 
To eliminate their fears, the U.S. has 
asked the Far Eastern Commission to 
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approve the gold plan. This would be 
evidence that none of the major allies 
would contest its use as security. 

Preliminary discussions of the Com- 
mission indicate that it will back up the 
U.S. Even such countries as Russia, 
China and the Philippines, which in gen- 
eral oppose Japan’s industrial revival, are 
agreeable to the idea of using the gold to 
secure private loans. 

U.S. officials who are handling the 
loan program feel that international 
bankers will be more inclined to make 
loans once the Far Eastern Commission 
approves the gold plan. They also are 
hopeful of getting low interest rates for 
the Japanese by stressing the small risk 
involved in the gold-secured loans. 

@ The negotiations between the U:S. 
and the bankers still are in the prelimi- 
nary stage but it appears that the loans, 
if arranged, will be in both dollars and 
pounds sterling. The idea is to use dol- 
lars and pounds to finance all imports 
needed to rehabilitate Japanese industry. 
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TOKYO MINT: This $206,000,000 treasure hoard may lure cash into Japan 


Cotton textiles, the backbone of Ja- 
pan’s commerce, would get top priority. 
Production now is only one fourth of the 
prewar rate, but occupation officials be- 
lieve that, with sufficient raw materials, 
it can be doubled within a few years. 

A cotton mission, composed of U. S. 
Government officials and private deal- 
ers, now is in Tokyo discussing the sale 
on credit of 300,000 bales of raw cotton. 
If such a transaction can be handled by 
private financing, occupation authorities 
can speed up the return of Japan’s cotton 
industry to private trading. The U.S. 
Commercial Company, a Government 
agency, now supplies Japan raw cotton 
and in turn markets her finished products 
on a government-to-government basis. 

Occupation officials feel that, once Ja- 
pan’s textile industry can get a nine 
months’ inventory of raw cotton, it will 
be able to handle future needs for raw 
materials through its own revenue from 
exports of cotton goods. 

Woolen textiles can be produced by 
Japanese mills in larger quantities if the 
dollars or pounds are available to buy 
raw wool. If loans for the, industry are 
arranged, Japan can get the wool from 
such countries as Australia and the U. S. 

Rayon production can be increased 
greatly by supplying Japan with credit 
to buy such needed raw materials as 
caustic soda, salt, coal and wood pulp. 
Occupation officials plan to get these 
materials from nearby Asiatic countries. 

Other industries .are in position to 
benefit from outside credits for import- 
ing needed raw materials. Japan’s once 
important output of rubber products can 
be increased when crude rubber is avail- 
able from Southeast Asia. The raw ma- 
terials needed to step up pottery produc- 
tion are available in nearby China and 
Korea. 

@ An over-all loan, rather than several 
small ones restricted to specific indus- 
tries, is favored by the U.S. negotia- 
tors. They want loans unrestricted so 
that the money can be used, without 
prearrangement, to rehabilitate industries 
that might otherwise be overlooked. 
Furthermore, negotiators think that no 
repayment should be required until Ja- 
pan achieves a favorable trade balance. 

It remains to be seen whether the 
bankers accept the proposals of occupa- 
tion officials. Right now they are in- 
clined to be cautious about credits for 
Japan. The bankers may be more recep- 
tive to a loan when the status of Japan’s 
gold supply is decided. But they still are 
dubious of predictions by U.S. officials 
that the now prostrate Japan can be put 
back on her feet within two or three 
years. 
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HIROSHIMA—2 YEARS AFTER: 
STRICKEN CITY’S COMEBACK 


Boom in reconstruction of homes and shops 
as growing population resumes normal life. 


Better progress than in many other areas 


Reported from HIROSHIMA 


This is Hiroshima two years after the 
atomic bomb hit: 

A building boom is in full swing. 

New stores are opening at the rate of 
a dozen a day. : 

The population is back to five sixths 
ot normal size. 

Everyone is too busy seeking food, 
making a living and rebuilding shattered 
homes to brood about the past. 

- So far as authorities have determined, 
no one is suffering unusual aftereffects 
from the explosion, as some scientists 
once predicted. 

Only one atom-bomb casualty remains 
in the city’s Red Cross hospital. 

Few citizens speak of the explosion 
of Aug. 6, 1945, that some expected 
would make the city uninhabitable for 
70 years. 

Joseph Fromm, World Report's staft 
correspondent in Japan, has just visited 
Hiroshima. Here is his report: 

@ New buildings are springing up all 
over the city. Thus far, 25,000 new 
structures have been put up, 8,000 of 
them with official permits. The rest were 
built unofficially with materials from the 
black market. 

The owner of a souvenir shop, *im- 
pressively named the Pacific Mercantile 
Company, says he built his one-story 
frame building last year for a quarter of 
what it would cost now. The shopkeeper 
explains that he had to buy: all his ma- 
terials in the black market and that black 
market prices have gone sky high. 

Until last autumn most of the inhabi- 
tants lived in shacks fashioned of tin and 
other materials retrieved from the rubble. 
Then in October the building boom be- 
gan. This year, 191,000 workers have 
been employed to clean up the debris. A 
force of 37,820 still is busy carting away 
the scorched and melted remains of the 
old Hiroshima. | 

Most of the new buildings are one- 
story frame shops, but in Japan such 
structures are classed as permanent. 
There are at least a dozen cabarets, pa- 


tronized by youthful Japanese who are 
packing such places to demonstrate their 
conversion to Western ways. There are 
more than 20 motion picture houses in 
Hiroshima now, compared to 13 before 
the atomic bomb. 

One block, now solidly rebuilt with 
one and two-story shops, houses a kimono 
shop, the Matsuda Electric Company, a 
lacquerware store, two opticians, a gen- 
eral store, a tailor, a watch shop, a hat 
store, a shop selling wooden sandals, a 
music shop and two other businesses 
preparing to open. 

Hiroshima’s mayor, Shenso Hamai, has 
an ambitious reconstruction plan envisag- 
ing a tourist center and a commercial 
port. But when asked how far the city 
has gone with the plan, the mayor con- 
fesses: “It is still only on paper.” The 
city has managed to do a prodigious 
clean-up job and there has been a great 
deal of construction, but, the mayor says, 
“about 50 per cent of the buildings that 
have gone up during the past year will 
have to be moved if we go through with 
this plan.” 

Public funds available this year will 
finance the construction of only about 
100 buildings of the type occupied by 
the Pacific Mercantile Company. Private 
builders, however, with black market 
materials, are not slackening their activ- 
ities, even though the mayor's dream of 
a city of broad avenues and stately pub- 
lic buildings may take years to realize. 
@ Hiroshima relies on its own re- 
sources for the money, material and man 
power needed for reconstruction. The 
city gets no special treatment from the 
Japanese Government, which last year 
contributed only a fifth of the money 
asked by Mayor Hamai. He expects this 
year to get more, but not all he needs. 

Help from U. S. occupation authorities 
is limited to the minimum necessary to 
prevent disease and unrest. The U.S. 
provides only supplies, not funds. 

Nevertheless, Hiroshima, 69,000 of 
whose citizens have died as a result of 
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INDELIBLE IMPRINT 
“It was here that peace began” 
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the atomic bomb attack, is recovering 
faster than many Japanese cities that were 
saturated with conventional explosives. 

The mayor, a professional civil servant 
who won his office in Japan’s first mu- 
nicipal election last April, has not given 
up hope. “Hiroshima should become the 
peace capital of the world,” he says. “It 
was here that the peace really began on 
the day the atomic bomb was dropped.” 
@ Hiroshima’s population is now more 
than 250,000, compared to 245,000 the 
morning the bomb exploded. Officials be- 
lieve that, in the years to come, the city 
can support a “normal” population of 
300,000. About 176,000 survived the 
blast and the fires that followed. When 
the population began to come back, car- 
penters and other construction workers 
were given first priority. Later, merchants 
were allowed to return. Now 210,000 
persons have registered for food rations 
and another 40,000 are believed to have 
returned without authority and without 
registering. 

It is difficult to explain why so many 
return. One storekeeper who was asked 
about it appeared insulted. “My father 
was in business here for 25 years and 
before him his grandfather had a shop 
here. I was duty bound to come back and 
rebuild their shop and keep their name 
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alive here in Hiroshima. That is the way 
in Japan.” 

The shopkeeper, Ikejiro Tokuzo, was 
in Kobe when he heard that his parents 
had been killed and the family business 
destroyed by the atomic bomb. He 
promptly quit his job in Kobe and re- 
turned to Hiroshima. 

“This shop,” he now says proudly, “is 
exactly where my father’s shop stood.” 
His stock consists of parasols and phono- 
graph records. 

Generally speaking, the people of 
Hiroshima have returned for a more 
obvious reason—they owned land. As one 
citizen put it, in Japan, where space is 
at a premium, “land is gold.” 

@ Aftereffects of the atomic explosion 
have not included the horrors so many 
expected. 

An official of the Atomic Bomb Cas- 
ualty Commission says that 21,000 peo- 
ple died the day the bomb was dropped 
and that 48,000 more died in the en- 
suing six months from the effects of the 
blast. The Japanese set the total number 
of dead at 80,000. 

The Casualty Commission survey thus 
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HIROSHIMA ONE YEAR AFTER: 


far has been unable to discover any 
peculiar phenomena—physiological or 
scientific—attributable to the atomic ex- 
plosion. There have been no cases of 
permanent sterility, nor has the birth 
rate been affected. 

There has been no unusual incidence 
of cancer, as some scientists had pre- 
dicted. Nor is there any evidence that the 
population suffered any unusual lingering 
sicknesses from the bombing, except, of 
course, for those injured at the time of 
the explosion. 


An affliction known as keloids is the ° 


most common physical effect of the 
atomic bomb at Hiroshima. It causes an 
overgrowth of scar tissue and is rela- 
tively widespread among dark-skinned 
races. A large number of the people in 
Hiroshima who were burned or suffered 
the effect of radiation are afflicted by 
keloids, but doctors attached to the 
Casualty Commission say that this condi- 
tion is not peculiar to atomic bomb 
casualties. 
@ The progress Hiroshima has made in 
the last 12 months impresses a visitor. 

A year ago, on the first anniversary of 








The new surge of energy did not begin until two months later 


the bombing, the city was a shanty town 
with the atmosphere of a graveyard. The 
people still appeared stunned by the 
catastrophe that had befallen them a year 
before. The pic-don, (great flash-bomb), 
as the people of Hiroshima call the ex- 
plosion, still was vivid in their memories. 
Théy showed little energy to rebuild. 
Hiroshima in August 1946 was a city in a 
stupor, afraid to face the future. 

Now, Hiroshima is alive with activity. 
The streets are thronged with shoppers. 
Naked children splash in the Oda River 
under the bridge made famous by the 
legend of the human shadow—the outline 
of a man’s figure etched in concrete 
by the heat of the blast. An enterprising 
concessionaire, with boats for hire, has 
set up business on the riverbank at the 
very spot above which the atomic bomb 
exploded. 

The strains of “Banjo on My Knee” 
come from a music store. And in the 
distance the voices of a girl’s choir can 
be heard rehearsing in the new chapel of 
the Jesuit mission. 

But reminders of the sudden tragedy 
of two years ago crop up almost daily 











HIROSHIMA 
in the life of the city. Workers clearing 
the rubble still find victims of the bomb. 
The townspeople tell a story that the 
bodies of 50 schoolgirls are buried under 
a pile of debris in a schoolyard. The way 
the story goes, the girls were standing by 
a schoolhouse wall playing before classes 
began on the morning the bomb fell. 
When the explosion came the school col- 
lapsed, burying them in the wreckage. 
Their bodies have not been recovered to 
this day: 
| The mood of the people is reflected 
in the conversation that took place at the 
Jesuit mission. 

Father Hubert Schweitzer, a lean and 
amiable German priest, says that “the 
shock of defeat has left these people 
without a belief. Their old Shinto re- 
ligion was discredited. The young peo- 
ple—and especially the intellectuals—are 
looking for a new spiritual foundation. 
In the past year we have had 250 con- 
verts, mostly young people between 18 
and 25.” Father Schweitzer adds that, 
‘while it will take many years, he is sure 
that Japan eventually will turn to Chris- 
tianity. 
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AFTER: An assortment of small new buildings lines the same streets 


The Jesuits last year finished the first 
permanent two-story structure built in 
Hiroshima after the bombing. It is an 
attractive rectory with a stucco finish. 
The missionaries hope eventually to build 
a cathedral to accommodate 2,000 
people. 

The people of Hiroshima seldom men- 
tion the atomic bomb any more. There is 
little interest in the three-day ceremony 
arranged to commemorate the historic ex- 
plosion. A temporary wooden “Statue of 
Peace” is being erected on the spot that 
was the center of the blast, but the people 
of the city, despite their Japanese love of 
holidays, show little interest in this 
particular festival. Nor do they care much 
about the affairs of the Government in 
remote Tokyo. 

Asked if he harbors hard feelings 
toward Americans because of the bomb, 
a factory worker shrugs and says: “It was 
inevitable, like an earthquake or flood.” 
The owner of a souvenir shop says: “It 
was war. It couldn't be helped.” That 
seems to epitomize the sentiments of most 
Japanese in Hiroshima—at least for the 
record. 


@ The greatest irony of all in Hiroshima 

is that two years after the bomb there 
already is talk about the possibility of 
another war. 

“Of course,” says Shinichi Kato, U. S.- 
educated assistant editor of the Chugoku 
Shimbun, “the people as a whole don't 
want war. But there are some who feel 
that if the U.S. goes to war against Rus- 
sia, America will help Japan with food 
and other assistance.” 

One man in Hiroshima is well quali- 
fied to speak on the subject of war, and 
he speaks in a different vein. He is Kiyo- 
shi Kikkawa, the last remaining atomic 
bomb casualty confined in Hiroshima’s 
Red Cross hospital. His right hand is 
twisted into an ugly red claw. His left 
arm is partially paralyzed. 

When a visitor mentioned war, Kik- 
kawa stood up, stripped off his pajama 
top, slowly turned around. From shoulder 
to waist his back is a mass of raw red 
tissue. It looked as though he had been 
dipped in boiling oil. 

“I was a normal man before the atomic 
bomb. Now look at me. And you ask what 
I think of another war!” 
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TRAFFIC LAG IN 


Europe’s economic troubles show up in her 
ports. Once the world’s greatest, they now are 
limping along at less than half their prewar 
level of commerce. The Worldgraph shows this 
shrunken activity through a comparison of ton- 
nage handled in 22 principal ports in 1937 and 
in 1946. 

Yet even this contrast does not tell the whole 
story. Before the war, Europe’s seaborne traffic 
maintained a reasonable balance between ex- 
ports and imports. Of the shrunken tonnage of 
1946, three quarters represented imports, in- 
cluding a large proportion of relief shipments. 
Exports, vital to the stability of the continental 
economy, accounted for only one quarter of the 
tonnage. 

The tabulation below gives figures for the 
individual ports included in the Worldgraph’s 
total figure. It shows the German ports farthest 


EUROPE’S PORTS 


behind, reflecting the economic paralysis of that 
country. Nearly as inactive are Rotterdam and 
Antwerp, which before the war were Europe's 
two busiest ports. Their plight today is linked 
closely to that of Western Germany, for much 
of their former traffic had its origin or destina- 
tion in the industrial heart of the Reich. 
Immediately after the fighting in Europe 
ended, many of these major ports were found 
wrecked and cluttered with obstructions. But 
the job of restoring port facilities was done 
more rapidly than had been thought possible. 
The difficulty now lies not in the ports them- 
selves, but in the countrysides they serve. In- 
land transport and the production of goods and 
commodities are far below normal. Stagnation 
in the ports is a symptom rather than a cause. 
But the symptom may serve as a yardstick to 
measure Europe's economic troubles. 
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Report on Russia 


Increasing emphasis 


The desire of individuals for personal 
gain and self-betterment is one of the 
driving forces behind the collectivist 
economy of the Soviet Union. A Gov- 
ernment campaign now is in progress 
to make it still more important. The ob- 
jective is to speed reconstruction by en- 
listing in the battle to boost production 
what Soviet economists call “the ma- 
terial self-interest” of individuals. 
WORLD REPORT'S Staff Correspond- 
ent Robert Kleiman, during a 10-week 
stay in Russia, made an on-the-ground 
study of this program. His report 
follows: 


greeny from investments and owner- 
ship of the means of production is 
denied to individuals under the Soviet 
system. But another kind of “profit mo- 
tive” is very much in evidence, and to- 
day is being encouraged more strongly 
than ever. 

A movement is under way to relate 
each individual’s earnings more directly 
to his ability, training, skill, output and 
the value of his product to society. This 
is being done, by further converting the 
country’s wage system to a piecework 
basis. It is supplemented by incentive 
schemes involving premiums, bonuses, 
prizes and special privileges for out- 
standing factory managers, salaried em- 
ployes and supervisors... 

The tax laws of the Soviet Union 
also are being adjusted to stimulate in- 
dividual initiative. Income taxes have 
been reduced to prewar levels, and in- 
heritance taxes, which used to run up to 
90 per cent in the top brackets, have 
been eliminated completely. 

Soviet statistics indicate that indus- 
trialization, education and the training 
of millions of skilled workers have 
trebled the productivity of labor since 
the 1920s. But, the hourly output of the 
average factory worker still is less than 
one half the U. S. average. 

Soviet planners, therefore, believe 
that one of their main jobs is to stimu- 
late Russia’s people to learn to work 
better and produce more. The goal is to 





Recognition of the value of self-interest 
of individuals as a spur to productivity. 


on incentive wages. 


boost labor productivity 36 per cent by 
1950, as compared to 1940. 

Inequality of incomes is regarded as 
an essential incentive in this process. 
Russia's rulers call the present stage of 
Soviet development “socialism.” They 
consider this a transition period during 

which workers, being not yet com- 
pletely freed from capitalistic “ideas of 
personal gain,” must be paid only “ac- 
cording to their labor.” Late: on, they 

" say, they hope to achieve “communism,” 
under which compensation will be “ac- 
cording to need.” 


Spread in Pay Scale 


The Soviet Government sets all wages 
and salaries. Highest wages are paid in 
industries considered most important for 
the country. 

Within individual industries, higher 
wages and salaries are paid for skilled 
work and for jobs that require longer 
study and training. 

In the textile industry, 15 grades of 
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Here, too, piecework and privileges 
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SOVIET DEPENDENCE ON PROFIT MOTIVE 


skill have been established. In heavy in- 
dustry, there are 8 grades, and the pay 
spread between the highest and the 
lowest is about 5 to 1 in terms of basic 
wage rates. Technicians and supervisory 
workers, whose labor is not directly 
measurable in value of output, are 
graded according to education, training 
and experience. 

Within a single skill or salary classifi- 
cation, efforts are made to provide 
higher pay for higher output and great- 
er efficiency. This is done for industrial 
workers and farmers through the piece- 
work system. 

Before the war, piecework was in- 
creasing steadily in Soviet industry. In 
1923, 46 per cent of industrial workers 
were paid piecework rates, but by the 
outbreak of the war, about three quar- 
ters of Soviet workers had been trans- 
ferred to a piecework basis. During the 
war, many industries lost ground in this 
respect, and the Communist Party now 
is taking these backsliders to task. 

Where several laborers work together 
on a single product, the group is paid 
on a brigade piecework basis, divided 
in proportion to their pay grades. 

Nevertheless, Soviet planners feel 
that this system waters down individual 
responsibility, and its use is being criti- 
cized as a “wage-leveling” influence. 
Plant managers are being instructed to 
substitute individual piecework- where 
possible. Almost three fourths of Soviet 
pieceworkers already are on individual 
schedules. 

A majority of Soviet pieceworkers are 
on a “straight” basis, which means that 
they get the same rate of pay per unit 
regardless of how many units they turn 
out. They are assigned a “norm,” or 
quota, however, and if they exceed this 
by a certain percentage (which varies 
from 20 to 50 in different plants) they 
get the title of “Stakhanovite.” 

The title is no empty honor. It gets 
the worker preference in housing, spe- 
cial rations of food and clothing, and 
reduced rates at vacation resorts. It may 
even get him a lighter sentence in court 

if he runs afoul the law, for the most 
important mark of good character and 
good citizenship in the Soviet Union,, 
next to membership in the Communist 
Party, is efficient work: 

More than ‘two fifths of Russia's 
pieceworkers, however, are on a “pro- 
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FACTORY 
Worker output less than half U. S. level 


gressive’ basis. They get ¢ higher rate 
of pay per unit of output for each unit 
above their norms. This premium some- 
times rises as high as 50 per cent over 
the base rate. Progressive piecework is 
used particularly as an incentive in bot- 
tleneck jobs and critical industries. 

Workers who fall below their quotas 
get paid at the base rate for each unit 
they turn out. But if their production 
declines for reasons beyond their con- 
trol, they get a guaranteed minimum of 
their quota pay, as they do when laid 
off for retooling or other temporaiy fac- 
tory shutdowns. 


Elimineting Abuses 


Wartime bottlenecks brought a great 
expansion of progressive piecework, and 
boosted production costs. Many abuses 
set in. Some workers, by tending several 
machines simultaneously, were able to 
increase their personal output and win 
premiums, but in so doing they utilized 
only part of the capacity of each 
machine. Factory managers who have 
continued such metheds now are being 
criticized publicly by the Government, 
and revision of the entire system of 
progressive piecework is in process. 

Incentive schemes in Soviet industry 
apply not only to pieceworkers but to 
all factory managers and about a third 
of the salaried engineers, technicians 
and supervisors. Plant managers and 
foremen get bonuses that sometimes ex- 


ceed their salaries if their factories or 
departments fulfill their output quotas 
ahead of time, or if they reduce costs of 
production below those planned. 

Workers and managers who develop 
new production methods frequently can 
boost their monthly earnings to double 
or quadruple their base rates. The di- 
rector of the Stalingrad Tractor Plant 
told me that his bonus the previous 
rionth equaled his salary. One third of 
his workers have qualified as “Stakhano- 
vites” and many of them draw better 
than double their base pay. 

I talked with one “Stakhanovite,” a 
lathe operator named Simeon Rudikov, 
who had just been awarded a medal for 
his inventiveness. Rudikov’s actual earn- 
ings the previous month amounted to 
four times his basic wage. He did this 
by developing several new tools of his 
own design and by arranging his work 
to eliminate waste motion. 

Rudikov and other “Stakhanovites” 
teach their new techniques to other 
workers. As the general level of produc- 
tion goes up, norms are raised. When 
this happens, Rudikov, as a progressive 
pieceworker, may face a 25 per cent 
drop in total earnings, unless he further 
improves his work methods or takes ad- 
vantage quickly of some other lathe 
operator's invention. 

In other words, workers who pio- 
neer new methods get sharply increased 
earnings for an initial period as a re- 
ward, but a more moderate increase 
over a longer period. It is two steps up- 
ward and one downward for ‘pioneers, 
but for all workers of the same skill there 
is a gradual movement up the wage 
ladder as average productivity of labor 
increases. Soviet statistics say that work- 
er output per hour, including gains 
through the use of new machinery, in- 
creased an average of 12 per cent per 
year during the prewar Five-Year Plans. 

The earnings of leading “Stakhano- 
vites” with top skills may be as much as 
15 or 20 times those of the plant’s poor- 
est unskilled workers. But the effective 
differential between the average wages 
of the highest and lowest skill groups 
more closely approximates a 5-to-l 
ratio, which is the spread between basic 
or quota wages for the two categories 
of workers. 

The spread in actual living standards, 
however, is less than wage differences 
would indicate. This is because of a 
two-price system in Russia. The war- 
time rationing system, still in effect, 
promised workers basic necessities at 


comparatively low prices. Since the war, 
however, ration prices have been in- 
creased by Government order. Prices 
in the nonration stores are three to six 
times higher. The better-paid people 
thus spend a greater proportion of their 
income for unrationed goods. 

The result is that a “Stakhanovite” 
may earn five times as much as a “non- 
Stakhanovite,” but actually his wages 
will buy only about twice as much. 

During the war the spread in living 
standards was even less than it is now, 
since prices for unrationed goods were 
100 times as high as ration prices. To 
increase incentives, the Russians set up 
a system of privileges for factory man- 
agers, “Stakhanovites,” engineers and 
foremen. They received extra ration 
cards, giving them more buying power 
at low prices. They also were given pref- 
erences in housing and vacations. 

Now, however, the value of these 
privileges is declining, since ration 
prices are up and prices for unrationed 
goods are decreasing: As this trend de- 
velops, money becomes the major fac- 
tor in maintaining incentives. 

The Government promises to elim- 
inate food rationing and to return to a 
single-price system sometime this year. 
If and when this happens, special priv- 
ileges will be of even less value. That 
is why the Government is determined 
to extend the piecework system and to 
set up other wage-incentive schemes 


in industry. 
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‘Material self-interest’ turns wheels 
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SHOWDOWN ON EUROPE’S HIDDEN DOLLARS 


Prospect that more than $1,000,000,000 of 
assets frozen in U.S. may be returned, thus 
reducing Continent’s dependence on loans 


The United States Government is call- 
ing for a showdown on the ownership of 
more than two billion dollars in bank 
deposits, securities and other property 
frozen in the U.S. early in the war. 

European owners are being asked to 
come forward, identify themselves, and 
claim their hidden dollars. Many will not 
do so. 

On some date after April 30, 1948, 
the U.S. Government will take what is 
left. U.S. taxpayers then may get a 
bonanza running over $500,000,000. Be- 
fore that happens, more than a billion 
dollars may go back to dollar-hungry 
European nations, reducing their need 
for U.S. loans under the Marshall Plan. 





@ Reason why European owners are not 

claiming this money and may never 
claim a large part of it is that their con- 
sciences are troubled. 

Most of the dollars represent money 
sent to the U.S. before the war and 
trapped by the Treasury Department's 
Office of Foreign Funds Cantrol. At one 
time during the war, this office controlled 
about $8,500,000,000 worth of assets. 

Gradually, during the war and after, 
these assets were screened down to what 
now remains. In the careful process of 
checking on ownership, the U.S. Gov- 
ernment collected $243,000,000 of prop- 
erty once owned by enemy nationals. 

What is left—save for $120,000,000 of 
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LIQUIDATOR IN U.S. will get what's left 
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PROXY 


Spanish and Portuguese-owned assets 
that still are blocked—could all be handed 
over to the owners if they could get 
European governments to certify that 
they are the legitimate owners. But be- 
fore the European governments con- 
cerned will do this, they want to ask a 
lot of questions. In the questioning, these 
subjects will be discussed: 

Taxation on earnings of European na- 
tionals outside their own country is en- 
forced by fines or. imprisonment for 
evaders. Much of the money the U.S. 
still controls falls into this category. 

Inflation of European _ currencies, 
which worried the wealthy long before 
World War II, now is a real danger 
throughout the Continent. Flight capital 
found a safe haven in the U.S. until 
wartime controls and the 1941 census 
of assets in the U.S. owned by non- 
Americans kept the money in the U. S. 

Most European governments, seeking 
dollars to pay for vital imports, ordered 
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all citizens to declare their holdings 
abroad. Many did, but some, realizing 
that eventually they would be given in- 
flated European currencies for their dol- 
lars at official rates, did not. As a result, 
they are risking fines and imprisonment. 

Confiscation by the U.S. Government 
is to be the fate of any dollar assets found 
to be the property of citizens of Germany 
and Japan. 

Some accounts, listed as the property 

of French or Dutch owners, may be in 
fact owned in part by Germans. Citizens 
of these countries, if it were found that 
they had thus aided an enemy national, 
would be liable to serious charges. As a 
result, such owners may never put in 
their claims. 
@ Amount involved in this residue of 
European assets in the U. S. is uncertain 
because few accounts were completely 
blocked or frozen. As long as the owners 
left these assets in the U.S., they were 
free to shift their investments as they 
liked. Consequently, many owners of 
U.S. assets increased their holdings in 
the rise of market prices before 1945. 

Taking no account of such profits and 
basing values on the 1941 census, the 
amount of European property remaining 
uncertified consists of $200,000,000 in 
bank deposits, $1,060,000,000 in securi- 
ties and $560,000,000 in real estate, in- 
terests in estates and trusts and other 
property. 
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BENEFICIARIES IN PARIS: Countries 


These assets add up to $1,800,000,- 
000, but a few of the country-by-country 
estimates given by the control office to 
a congressional appropriations committee 
total over $2,500,000,000. Best estimates 
are that the real value of remaining as- 
sets exceeds $2,000,000,000. 

@ Real owners of this dollar pool are 
hard to find. 

Fact is that nobody knows all the 
owners. American holders of property 
gave the declared identity of European 
owners in 1941 only on the promise that 
the information would be handled con- 
fidentially. The U.S. is keeping that 
promise. European governments, there- 
fore, must sit back and wait for their na- 
tionals to ask for the certification. 

Frenchmen are probably the largest 
holders of uncertified dollar assets. On 
paper, they hold $807,000,000 of uncer- 
tified assets in the U.S., but in addition 
they may hold as much as $400,000,000 
worth of the $1,070,000,000 listed in the 
names of Swiss owners. 

In an effort to smoke out these reluc- 
tant owners of dollars, the French Gov- 
ernment recently gavé the owners 15 
days to declare their property, pay up 
tax arrears and get off with a fine rising 
to 20 per cent for property worth up to 
$4,160. At the same time, however, the 
French Government seized the declared 
dollar securities of French residents in 
France and its colonies, promising even- 
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tual payment in francs at a rate to be 
specified in the near future. 

Swiss owners of dollar assets total only 
5,237, although 9,112 persons have pur- 
chased their dollar holdings through 
Switzerland. At last reports, 2,141 of 
these non-Swiss owners were listed as 
“nationality unknown” on U. S. Treasury 
reports. Since the Swiss franc is stronger 
than the dollar, thus eliminating the 
possibility of Swiss “flight capital” for 
that reason, Treasury experts suspect 
that most Swiss depositors are merely 
representing non-Swiss owners. 

Other owners include Dutchmen and 

Belgians who own in excess of $700,- 
000,000 worth of uncertified assets. 
Italians, like Hungarians, Bulgarians and 
Romanians, now may draw up to $200 
a month from their dollar accounts. 
Spain and Portugal, neither of which 
have agreed with the U.S. on the sur- 
render of German assets, are the only 
countries whose citizens cannot liquidate 
their dollar accounts with governmental 
approval. Spanish and Portuguese dollar 
accounts total about $120,000,000. 
@ At the end of the squeeze now being 
placed on uncertified holdings, the Office 
of Alien Property under the Department 
of Justice is to liquidate what remains 
for what it can get. In the meantime, 
however, countries eager for dollars may 
get some from their own citizens, thanks 
to U. S. action. 





—International 


represented at this Marshall Plan conference will find lost dollars 


AUGUST 5, 1947 © 25 















orld Commodities 


Reg. Appd. for U. S. Pat. Off. 





PRESSURE FOR INCREASING . 


USE OF NATURAL RUBBER 





Attacks by both growers and manufacturers 
on Government policy of requiring minimum 
quantities of synthetics in certain products 


Pressures now are building up at 

home and abroad against the U.S. Gov- 
ernment’s rules requiring the use of syn- 
thetic rubber in the manufacture of such 
products as automobile tires. 
@ The reason behind the pressure is 
that the rubber-producing world is in 
turmoil. Malayan producers of natural 
rubber, hit by falling prices, accuse con- 
sumers of conspiring against them. Fight- 
ing in the Netherlands East Indies may 
disturb rubber exports. Now, with natural 
rubber abundant, U.S. manufacturers 
want to get out from under Government 
controls that force them to use the more 
expensive synthetic. 

The U.S. Government, for security 
reasons, is determined to keep the pro- 
duction and use of synthetic rubber from 
dropping too low. The decision may 
come early next year when the U.S. 
Congress is expected to divide the big 
U.S. market permanently between nat- 
ural and synthetic rubber. 

Meanwhile, as things look now, the 
U.S. public will get plenty of tires and 
other rubber products. 

@ Indonesia is less important in the rub- 

ber picture than is generally believed. 
Before the war, this area was a major 
producer. Since the war, rubber exports 
have been just a trickle because of un- 
settled political conditions. 

Fighting in Java and Sumatra may cut 
down legitimate exports, but expectations 
are that smuggling of rubber into Singa- 
pore will continue. Thus,- hostilities may 
not affect consumers too much. 

@ Malaya, now the principal supplier 
of natural rubber, is of more concern to 
consumers. 

Prices of rubber in Singapore have 
been halved since early spring. 

Estates, producing rubber on a large 
scale as a commercial proposition, have 
been badly squeezed by rising costs and 
falling, prices. 

Rehabilitation costs are heavy. Repair- 
ing roads and other facilities, clearing 
away jungle growth, buying new equip- 
ment have been expensive. 
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Labor is scarce and asks much higher 


wages than before the war. Unions are - 


growing rapidly, and Communist infiltra- 
tion is stirring up trouble. 

Food and clothing are scarce and ex- 
pensive. f 

Small operators are doing better than 
the large estates. Their overhead and 
other costs are lower, and labor often is 
supplied by their own families. 

Profit margins of small-scale planters 
have been cut by the decline in rubber 
prices but not nearly. so drastically as 
those of estates. 

Losses are causing owners of large es- 

tates to accuse the U.S. of discriminat- 
ing against natural rubber by limiting its 
use in tires and most other products. 
@ The Paris conference of the Interna- 
tional Rubber Study Group early in July 
took up such questions. Major produc- 
ing and consuming countries were rep- 
resented. 

Sharp differences came to light at this 
conference. 
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NATURAL RUBBER 
Its synthetic sister gets protection 


Producers of natural rubber asked spe- 
cifically that the U.S. allow unlimited 
use of their product in order to bolster 
the sagging market. 

The U.S. delegation could make no 
promises. Removal of restrictions on use 
is up to the U. S. Congress. 

The conference accomplished little ex- 
cept to highlight differences. 

@ The U.S. is on the spot. Interests of 
rubber manufacturers and of the Gov- 
ernment are tending to drift apart. 

During the war, with most sources of 
natural rubber closed off, severe restric- 
tions had to be placed on use of what 
natural rubber was available. Meanwhile, 
production of synthetic rubber was built 
up to fill the gap. 

Now, synthetic capacity is larger than 
the total U.S. use of rubber in prewar 
years, and imports of natural rubber are 
reaching high levels. The result is a 
scramble for the available market. 

Protection is given synthetic rubber by 
a Government regulation requiring use 
of certain minimum quantities in speci- 
fied products. This is being modified 
gradually. 

National security demands that syn- 
thetic facilities be kept in operation or in 
stand-by condition. The U.S. military is 
determined never again to be caught 
short on rubber as in 1942-45, 

Government agencies, thuss have rec- 
ommended that Congress continue the 
mandatory use of certain minimum quan- 
tities of synthetic. This quantity is be- 
lieved to be between 250,000 afd 
300,000 tons a year, as compared with 
present use of about 650,000 tons. 

Industry is opposed to the Govern- 
ment’s plan. Manufacturers characterize 
the proposal as to bureaucratic, too full 
of rules. They want to get rid of controls 
covering use of synthetic and natural, 
since natural rubber is cheaper. 

Industry's views will be presented in 
the next few months before rubber legis- 
lation is taken up by Congress. 

In the interim, restrictions on use of 
natural rubber in U.S. tires and tubes 
are likely to be eased. It also is possible 
that a start can be made on building up 
a larger U. S. stockpile of natural rubber 
for strategic purposes. 

These are the only silver linings in the 

stormy outlook for growers of natural 
rubber in the next few months. Their 
fortunes are closely tied up with what 
happens to rubber in the U.S., which 
now consumes about half the rubber 
exports of the world. 
' For the U.S. public, meanwhile, the 
battle of rubber means that inventories 
of tires and other rubber products are 
growing and prices are weakening. 
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Britain is to get a new way to stretch her loan and a new trade weapon..... 
Restrictions on British trade with her colonies agreed to by the terms of 
the U.S.-British loan arrangement are to be abandoned by mutual consent. 
Hithert*, Britain has not been able to cut down on imports from the U.S. 
without making equal cuts on purchases from her colonies. The loan agreement 
allowed such trade discrimination only in the case of war-devastated countries. 
Now, discriminatory cuts will be made without regard to effects on U.S. 
imports. The idea is to save dollars by shifting buying to the colonies. Then 
these dollars can be used to buy things in the U.S. that are not available in 
the colonies. Thus, the loan dollars will be stretched. 
Actually, the effects are not likely to be great, since the British colonies 
are not in a position to supply most of the things the British buy in the U.S. 
Joker in the new interpretation is that it will not apply to dominions or 
mandates. These could supply more U.S.-type goods to Britain than the colonies. 











U.S. fruits may be affected more than most other products..... 

Citrus fruits may be bought increasingly in the African colonies and the 
British West Indies rather than in the U.S. 

Pears and apples are the biggest British purchases in the fresh-fruit line 
from the U.S. The British colonies don't grow many apples and pears, but Canada 
and the Southern dominions do. 

Prunes, raisins and other dried fruits also are bought in large quantities 
in the U.S. Mediterranean and African colonies can partially replace the U.S. 

If all British buying of fresh and dried fruits were diverted from the U.S. 
market, a big dent would be made in U.S. exports of such things. Britain last 
year took 17 per cent of such exports. This year, her share is even larger. 

A complete cutoff of British imports of U.S. fresh and dried fruits would 
mean a saving to Britain of around $65,000,000 a year. 

But such a drastic move also would cut fruit supplies available to British 
consumers, since the colonies alone could not fill the gap. 

The same thing is true of tobacco: The colonies cannot replace the U.S. as 
major supplier unless British smoking is cut by about three fourths. 

Thus, Britain can save dollars but, to do so, must squeeze her people. 
Important point to remember is that Britain is to have more freedom of 
action, will be able to buy in cheaper or more convenient markets without regard 
to possible discrimination against the U.S. This could become important if U.S. 
prices continue to rise and the Empire or devastated countries begin to produce 
in larger quantity what Britain buys in the U.S. It will be a form of insurance 


























(over) 


27 














“WORLD COMMERCE AND INDUSTRY--(Continued) 


for Britain but is of greater future, than present, importance. 
In broader terms, the new interpretation of the loan agreement is a setback 
for U.S. trade policy, the keystone of which is nondiscriminatory trade. 





Latin America is-looking north for dollarSeecece 

Trade with the U.S. is cutting into Latin America's hoard of dollars and’ 
gold. The loss in the first half was about $600,000,000, or 15 per cent. 

Even higher prices for goods manufactured in the U.S. are ahead, while 
prices of Latin-American exports, particularly the mainstays such as coffee and 
copper, are leveling off. Consequently, the pinch is on Latin America. 

Cutting down on imports by government action is an obvious remedy. This is 
being tried in Mexico, Argentina, Brazil, Uruguay, Peru, Ecuador and Colombia. 
Chile, Bolivia and Costa Rica may be next in line. 

Such import restrictions have a double purpose. Primarily, it is hoped that 
they will cut the dollar drain. But also they are strongly recommended for 
those wanting World Bank loans and having unbalanced trade. 

The World Bank also is likely to look with more favor on a country making 
some attempt either to liquidate, or at least adjust, its external debt. 

The Dominican Republic and Haiti are paying off their total debt. 

Colombia has announced a plan for resumption of service on municipal debts. 

Peru, with the blessing of the U.S. State Department, is offering to resume 
service--at a reduced interest rate--on her external debt. 

El Salvador a year ago offered a readjustment on her dollar bonds. 

Costa Rica, now in default, may do something about her external bonds. 

Whether these moves will impress the World Bank remains to be seen. The 
only Latin-American countries to apply for World Bank loans thus far are Chile 
and Mexico. Chile's exchange and debt situation makes an early loan doubtful. 
Brazil apparently now is looking for a World Bank loan and perhaps also a U.S. 
loan. This might take the form of a currency stabilization loan, like Mexico's. 

All through Latin America there is an _ urge to climb on the loan band wagon. 
Feeling runs high that the U.S. should doctor Latin America as well as Europe. 



































Canada is at a critical stage in her trade relations..... 

The gap between the things she buys and the things she sells to the U.S. 
now has widened to $900,000,000 on an annual basis. 

That's such a big gap that, by itself, it would absorb most of Canada's re- 
maining U.S. dollars. It will be cut down somewhat by U.S. tourist expenditures 
and investments in Canada and by Canadian gold sales to the U.S. 

But the fact remains that U.S.-Canadian trade is badly out of joint, from 
the Canadian point of view. As a result, there is some talk in the Dominion of 
increasing import tariffs. Such a step is unlikely now for these reasons: 

(1) Broadening of the area in which sterling is convertible should help 
Canada to gather in some U.S. dollars on sales made overseas. 

(2) Canadian exports can be oriented more to countries such as South Africa 
and Switzerland, which can pay for what they buy in gold or "hard" currencies. 

(3) The British haven't got much more to go on their Canadian loan. After 
that is drawn down, it is hoped that all British buying will be for cash and 
that the proceeds will be convertible readily into U.S. dollars. | 

So, the chances are Canada will wait, hoping for a full restoration of the 
triangular trade on a cash basis that brought her prosperity before the war. 
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UNDEN: Swedish Foreign Minister 


C= with the Marshall Plan 
is putting Sweden on a precarious 
spot. No one is better aware of the na- 
tion’s predicament than her 61-year-old 
Foreign Minister Do Osten Unden (pro- 
nounced Boo Usten Oon-dane). 

On the one hand, the recovery of 
Western Europe is so vital -to the well- 
being of Sweden’s economy that she 
cannot afford to hold aloof. On the other 
hand, there is a compelling necessity to 
avoid any commitments that might fur- 
ther arouse an already irate and suspi- 
cious Russia. 

Sweden’s two neighbors, Norway and 
Denmark, are in a somewhat similar sit- 
uation, even though they are not quite 
so vulnerable as Sweden in many ‘re- 
spects and have not been subjected to 
the pressure the Soviet Union has di- 
rected at Stockholm. 

The way the Scandinavian countries 
are facing up to their difficult problem 
is evident in their decision to follow a 
common line in co-operating with West- 
ern’ Europe. They are prepared to go 
along with the program as long as only 
economic considerations are involved 
and all political issues are excluded. 

The three countries are walking very 

warily the international tightrope dividing 
East from West, but they seem to feel 
that they can manage it and still help im- 
prove relations between the Soviet orbit 
and the Western powers. 
@ An elder statesman of high repute in 
Scandinavia, Unden will exert a strong in- 
fluence on the course the three nations 
take. Inasmuch as Sweden is the largest 
of the three countries, and the strongest 
economically, his voice and counsel are 
to carry much weight. 

Unden has had long experience in do- 
mestic and international affairs. He en- 
tered the Swedish Government as a Cabi- 
net minister. 30 years ago and has been 


active in public life since. Jurist, author - 


and educator, Unden long has enjoyed 
wide recognition as a diplomat, particu- 
larly in the chancellories of the smaller 
European nations. 

World co-operation is a goal for which 
Unden has worked for almost three dec- 


ades. That explains his unhappiness over . 


the East-West split the Marshall Plan has 
precipitated. He was Sweden's represent- 
ative at Geneva for almost 20 years while 
the world tried to make the League of 
Nations work, 

When Sweden was admitted to the 
U. N., Unden was the choice to head the 


first delegation of his country to the As- 
sembly, where he appealed for a “united 
effort to ward off threats to peace.” 

A realist, Unden was quick to realize 

the drastic change the end of World War 
II made in Russo-Swedish relations, and 
he supported the controversial trade 
agreement between the two countries. 
His advocacy of this pact leaves Moscow 
scant grounds for branding him a con- 
firmed foe of the Soviet Union because 
of Sweden’s decision to go along with the 
Marshall Plan. 
@ The role that Sweden and her sister 
states in Scandinavia will play in the 
Marshall program, however, is to prove 
considerably short of what it might be, 
at least in the immediate future. 

On paper, Scandinavia’s potential for 
contributing to the recovery of Western 
Europe looks impressive. Sweden nor- 
mally has iron, steel, paper, and wood 
products to export. Denmark must mar- 
ket a surplus of dairy products, meat and 
fish. Norway also has dairy products, fish 
and wood to spare. All commodities are 
much needed in the other countries of 
Western Europe. 

Actually, the picture at present is quite 
different. Sweden’s coming crop is ex- 
pected to be one of the poorest in her 
history. The harvest outlook in Denmark 
also is unfavorable. All countries are 
short of coal, and Sweden-and Norway 
are forced to burn wood that might 
otherwise be used for export. The fuel 
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shortage, in turn, curtails Sweden’s out- 
put of the iron, steel and machinery that 
other countries could use. Norway’s re- 
covery is being hampered by inability to 
obtain replacement parts for machinery 
she bought from Germany before the war. 

Thus, every indication is that the Scan- 
dinavian countries will need a great deal 
of help themselves before they can con- 
tribute a substantial measure of assist- 
ance to others. 

@ Sweden's limitations at the moment 
are, if anything, more pronounced than 
those of her Northern neighbors. 

In the first place, Sweden already has 
extended almost half a billion dollars in 
loans and credits to Britain, Norway, 
Denmark and other nations of Western 
Europe, and now lacks the resources to 
render further financial aid on such an 
extensive scale. 

But more im» ortant is her obligation 
to Russia under the 1946 trade pact, 
which committed Sweden to export to 
the Soviet Union over a five-year period 
some $250,000,000 worth of goods. This 
represents a large part of the country’s 
industrial production. 

Russia's priority on such a big portion 
of the output not only restricts the 
amount of Sweden's contributions to the 
recovery pool for Western Europe but 
also gives Moscow an excuse to find fault 
if deliveries lag. 

As it is, Swedish shipments to the 
Soviet Union already are behind sched- 
ule, and indications are that they will 
fall well below the yearly minimum of 
$25,000,000. Russian propaganda has 
seized on this as grounds for accusing 
Swedish industrialists of sabotaging the 
agreement and of seeking an anti-Soviet 
alignment with the West. 

Foreign Minister Unden is going to 

have a difficult time with the Russians 
over the trade pact deliveries, once the 
Marshall Plan is translated into action 
and Sweden starts contributing what she 
can to the West. 
@ Scandinavia’s stake in the success of 
the Marshall Plan, however, is such that 
Unden, like his colleagues in Norway and 
Denmark, feels it necessary to run the 
risk of a certain amount of Soviet dis- 
pleasure. | 

All three countries need the coal that 
the mines of the Ruhr could provide. An 
ample supply of coal would permit Swe- 
den to step up production of manu- 
factured goods and increase her de- 
liveries to Russia. 

Recovery of Western Europe means 
the restoration of markets that took a big 
portion of Swedish and Danish exports 
before the war, and in turn supplied the 
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two countries with many of the imports 
they needed. 

Norway stands to gain in the long run 
b the increased trade that would make 
business for her growing merchant fleet. 

In addition, the Marshall Plan holds 
forth the possibility of dollar credits 
from the U.S. and both Norway and 
Denmark have economic programs that 
need financing. 
@ The handicaps that beset the entire 
program, meanwhile, are not being min- 
imized by Scandinavian leaders, They 


are striving to maintain a hard-headed 
realism on the subject. They realize that 
they will not be able to pull their full 
weight under present circumstances. 

Fondest hope of Foreign Minister 
Unden and other key officials is that the 
Marshall Plan will work out in such a 
way that Russia will decide it is to her 
interest to come in and @énd the rift 
between East and West. Sweden has not 
yet despaired of becoming the bridge 
that will reunite the two economic 
worlds. 


MIRANDA: Argentina’s Economic Boss 


RGENTINA is setting up a sort of “brain 

trust” within the Government to 

deal with such things as internal infla- 

tion and disappointing export profits. In 

charge, his influence as strong as ever is 

Miguel Miranda, the economic boss of 
the Perén Administration. 

When Miranda first moved out of Ar- 
gentina’s Central Bank to become chair- 
man of the new National Economic 
Council, his enemies speculated that he 
had been “kicked upstairs” to a position 
ot less responsibility. Actually, however, 
Miranda has only moved-closer to Peron 
without losing his control in the bank. 
@ Increased powers are to come Miran- 
da’s way through the Economic Council. 
Serving with him are the Ministers of 


Finance, Agriculture and Public Works: 


and the Secretaries of Industry and Com- 
merce and of Labor and Social Welfare, 
as well as the Presiderit’s technical sec- 
retary. 

The Council, a kind of superministry, 
is to supervise and co-ordinate all eco- 
nomic activities in Argentina. 

Acceptance of the new job required 
Miranda to give up the presidency of the 
Central Bank, the position that made him 
virtual dictator of Argentine economy. 
The change does not alter his power. 

“Miranda still is firmly in the saddle,” 
reports Bernard S. Redmont, staff cor- 
respondent of World Report, in a wire- 
less dispatch from Buenos Aires. “He 
still controls the Central Bank and all 
its subsidiaries through his former assist- 
ant, D. Orlando Maroglio, who succeed- 
ed him. 

@ “Main jobs right now, as Miranda sees 

them, are to increase the national income 
and to bring about a more equitable 
distribution of wealth. 

“Both Miranda and Perén are con- 
cerned about the current weakening of 
Argentina’s economic position. Expendi- 
tures abroad have been huge. Profits 
from exports by Government monopolies 
are suspected of falling below the 


amounts anticipated. 

“Inflation continues, despite steps tak- 
en to curb it. And production is down. 
Perén has estimated the drop in produc- 
tion at 40 per cent.” 
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Just how Miranda expects to accom- 
plish his job has not yet been disclosed. 
But propaganda is to play a part in his 
plans. Already the pro-Perén press is 
campaigning against strikes and for in- 
creased production. 

Opposition to Miranda always has been 
plentiful among Perén’s followers. Labor 
politicians distrust him. Nationalists and 
some Army officers resent his influence. 
Businessmen blame him for what they 
consider to be Government intrusion. 

Resentment reached a peak recently 
when Miranda was linked with charges 
of irregularities in the telephone system. 
The Perdénists in Congress grilled him in 
a closed session. But soon afterward he 
was given the new job, with Cabinet 
rank. 

Peron’s respect for his economic expert 
stems primarily from the fact that, from 
an humble beginning, Miranda made his 
way up to a fortune estimated at 
$10,000,000. Son of a Spanish immi- 
grant, Miranda was born in Buenos Aires, 
Nov. 18, 1891. He began to work for a 
firm of grain-merchants when he was 12. 

At 19, he was an ardent Socialist. But 
when he was 26, he started a small con- 
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fectionery factory. Now he has 23 fac- 
tories turning out preserves, canned 
goods, confectionery and tin cans—all 
with tariff protection. He also has large 
lumber holdings and a publishing plant. 

Stocky and round-faced, in looks Mi- 
randa slightly resembles Winston Church- 
ill. In business deals, he appears sharp 
and hard, with no room for senti- 
mentality. Yet he can be charming, 
and he is devoted to the four chil- 
dren of his 25-year-old daughter. Miranda 
is a constant smoker of Havana cigars. 
His tastes in food are simple, and he 
doesn't drink. 

Peron buttonholed Miranda when Pe- 
ron was getting ready to take over the 
presidency. At that time, he was looking 
for someone” with business experience to 
help with “his economic program. But 
one businessman after another turned 
him down because, in business circles, 
Peron was looked upon as a military 
upstart and a rabble rouser. Miranda, 
however, was willing to help. 

After Peron took office, Miranda quick- 
ly became No. 2 man in power. Through 
the Central Bank presidency, he con- 
trolled credits, directed trade, negotiated 
agreements with two dozen countries. 
He extended international loans. He 
made deals for the purchase of the prin- 
cipal telephone system and of the British- 
owned railroads. He paid off the external 
debt and built up Argentina's reputation 
as a financial power. And, by exacting 
high prices for food exports, he brought 
in profits for use in Perdn’s Five-Year 
Plan. 

Now, .with the economic picture los- 
ing its rosy tint, Peron is putting greater 
authority in Miranda's hands. He is 
counting on the industrialist to snap the 
country out of the difficulties that now 
threaten. Miranda’s difficult job is to 
give Argentina a permanent place as a 
major economic power. 


PERON’S BRAIN TRUSTER: He continues firmly in the saddle 
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Foodstuffs are relatively ample in Eire, 
but the Irish are badly pinched for coal 


DUBLIN 
a misH would like a chance to get 
warm and dry out. 

Coal hasn’t been available for heating 
or for home cooking for seven years. A 
bag of coal would be the nicest and most 
useful present anyone could send an Irish 
relative or friend. : 

The Irish have been trying to get by 
on peat, but it is a poor substitute for coal 
and available only in small quantities. 
One housekeeper told me: “The only heat 
from peat is the exercise you get from 
trying to make it burn!” 

Peat is rationed, the monthly ration 
varying from two tons for December- 
January to one-half ton for April-May. 
Electricity and gas also are rationed 
severely. Dublin citizens, for example, are 
getting gas only 3% hours a day for both 
cooking and heating. 

However, in Eire one can eat much 
better than in England. Only a few items 
are rationed, Canned goods fill shopwin- 
dows. Seasonal produce is scarce at times 
and prices jump, but something is always 
available for the table. 

Stores are clean, with shelves filled and 
neatly stacked. No shopkeeper would 
dare display food that is below quality 
because of the strict Government inspec- 
tion. This is in sharp contrast with the 
situation in England, where shelves are 
empty, spoiling food is openly displayed, 
and cleanliness is a war casualty. After 
shopping in England, a shopping expedi- 
tion here is a pleasure. 

Despite the fact that Eire is a dairying 
country, the Irish, until recently, had to 
get along on the lowest butter ration they 
have ever known: 2 ounces a week, plus 
4 ounces of margarine. Now the propor- 
tions are reversed, and the black market 
price of butter has fallen from its high 
of 90 cents a pound to near the legal 
maximum of 54 cents, 

Bread is rationed, not so much because 
of shortages now but because of a desire 
to build up supplies for an expected 
shortage later this year. This shortage 
will develop if Eire fails to get 400,000 
tons of wheat from Argentina, or if the 
harvest fails, as it did last year. The 
bread available today is whiter than it 
was before rationing was started. 

Sugar, produced from home-grown 
beets, is rationed at the rate of half a 


pound a week. Soap is limited to 12 
ounces a month, The tea ration is held 
to 1% ounces a week, because Eire buys 
through London and has to take what 
the British pass on. Eire now has’ set up 
its own tea-buying agency and hopes to 
increase the ration. 

Although the Government of Eire is 
spending $24,000,000 a year in subsidiz- 
ing the production of foodstuffs such as 
wheat, barley and potatoes to assure 
farmers an adequate price, only a few 
retail prices are controlled. 

A competitive market keeps prices 
under control and, if a few items get out 
of line, the Government slaps a maximum 
price on foodstuffs. In September 1946, 
for example, egg prices rose suddenly to 
92 cents a dozen. The Government inter- 
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vened and fixed the maximum price at 
80 cents. Now they sell for approximately 
60 cents. 

Ireland’s over-all food prices have 
risen about 70 per cent over prewar 
levels. In 1939, butter was 28 cents, now 
is 58 cents. Imported fruits are high: 
bananas, 27 cents a pound; oranges, 14 
cents; grapefruit, 15 cents; lemons, 20 
cents; apples, 30 cents. 

Vegetables, all home grown, are cheap, 
particularly in comparison with the prices 
in England. A large head of cauliflower 
costs 15 cents, as against 50 cents in 
London. Other vegetables are on a par 
with American prices rather than the 
high British prices. 

The Irish, however, find the cost of 
living high. Street urchins run around 
ragged and barefoot because clothing is 
comparatively expensive and coupons 


*can be sold to strangers. Going down 


O'Connell Street, Dublin’s main street, 
visitors continually get whispered offers 
to sell clothing coupons at 12 cents each. 
There are few takers, except for visitors 
who get no ration, because the 78 coupons 
a year are adequate. A man’s suit costs 
20 points, an overcoat 16. Nylon stockings 
are only one coupon a pair. 

Persons in Ireland who are really in 
need do not have to go without food and 
shoes. A “voucher system” provides some 
92,000 penniless citizens, including the 
unemployed, invalids, the blind, widows 
and orphans, with 3% pints of milk, 4 
ounces of butter, 3 pounds of bread free 
each week, plus shoes and peat. 

The Irish appreciate what they've got, 
particularly when they compare them- 
selves with the English just across a 
narrow sea. But they'd still like just a 
little coal with which to dry out. Seven 
years is a long time. E. J. D. 


Commercial and industrial activity 


thrives behind scenes 


VATICAN CITY 

Some a good deal more to the Vati- 

can than is seen by the average tourist 

who comes to view the glories of St. 

Peter's Cathedral or by the Catholics 

from all over the world who come to pay 
homage to His Holiness, the Pope. — 


Vatican City, capital of the Vatican 


State, is a mixture of St. Peter’s, palaces, 
gardens, quaint cobblestone streets and 
the most up-to-date industrial installa- 





in Vatican City 


tions. Its population of more than 5,000 
requires housing, food and public serv- 
ices just as do the citizens of any other 
city or state. 

Food for Vatican citizens, for instance, 
is sold in two stores in the “commercial 
zone,” a spruce little quarter near the 
Santa Anna entrance gate. Besides the 
stores, the zone has a flour mill, bakery, 
drugstore, post office and telegraph of- 
fice. Nearby is a coffee and soft drink 


AUGUST 5, 1947 ¢ 31 





“bar,” patronized chiefly by priests and 
Vatican guards off duty. 

The stores are kept scrupulously clean 
and have an air of “American efficiency” 
about them. The Vatican’s hundred 
trucks (for hauling supplies) are kept in 
a parking lot nearby. Garages and work- 
shops, however, are maintained in the 
“industrial zone,” which also has a car- 
pentry shop, thermal power station and 
hydraulic power station. 

The power stations furnish heat and 
light for Vatican City, including the radio 
station. The radio station, built under the 
direction of Guglielmo Marconi, was 
opened in 1931 to broadcast addresses 
by the Pope and to keep the Catholic 
world informed of church activities. 

Another striking example of the modern 
trend in the Holy See 
is the automatic tele- 
phone switchboard, the 
donation of a New York 
firm, which services the 
Vatican and is con- 
nected with the Rome 
system. Within the Vat- 
ican State, it is linked 
also with the radio 
station, so that the Vati- 
can has its own radio- 
telephonic, radiotele- 
graphic and radiophoto- 
graphic services. 

The administration of 
all these services comes 
under the Pope, assisted 
by a commission of Car- 
dinals, which oversees 
administrative and kg- 
islative affairs and the 
judiciary, which consists of a tribunal, 
a court of appeal and a Supreme Court, 
called the Segnatura Apostalica. 

Contributions from Catholics all over 
the world, including Peter’s Pence, are 
controlled by the Pope and are distributed 


to Catholic welfare organizations and. 


charities through the Vatican bank, 


known as the Institution for Religious 
Works. 


Another source of revenue is the sale 


of goods in the State: 


to Vatican residents. 
The State imports its 
supplies duty free 
and imposes an in- 
direct tax by charg- 
ing slightly more than. 
cost. This revenue 
amounts to approx- 
imately $1,750,000 a 
year. 
A stroll through 
the Vatican is full 
of surprises. Leaving 
the commercial zone, 
with the scent of 
freshly baked bread 
in your nostrils, you 
come to a_ small 
building where ar- 
tisans make mosaics. 
The mosaics are 
made of stone and 
plastic compounds, 
which come in 28,- 
500 different shades 
and are neatly filed im cabinets. 
A small picture, 3 by 4 feet, take 
four months to make and costs about 










.$220. Larger works cost $50 a square 


meter. All are done on order only, and 
many go to the United States. 

Beyond the mosaic factory, a small 
road winds up a hill to the Vatican Ob- 
servatory, one of the best in Europe. 
Along another road, -you hear the dot 
and dash of the radio station. From one 
of the chapels down the hill comes the 
sound of hymns being sung. Priests hurry 
along on state and church affairs. It’s 
difficult to realize that outside the Vati- 
can walls the world is in turmoil. J. M. 


Rift in Iron Curtain permits news to pass 
between West and Soviet zone in Germany 


WAREN (RUSSIAN ZONE) 

HAT so-called [ron Curtain in Rus- 

sian-occupied areas of Germany has 

a letter drop open for the West. United 

States mail is coming through promptly, 
air mail in seven to nine days. 

A German woman first called my at- 
tention to this when she rushed up to me 
on the street in this agricultural town, 
waving the familiar envelope edged in 
red and blue. It was a letter from rela- 
tives in America and had arrived eight 
days before. 

“Yes,” she told me. “I get letters regu- 
larly in about that time, but it takes two 
or three weeks the other way.” This con- 
forms to the average in the other zones. 
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Outgoing mail takes longer because of 
sharper censorship and because, usually, 
it is transported by boat. 

Next morning, I noticed the mail be- 
ing unloaded. The truck was well laden 
with packages from the States. Through- 
out the zone this appeared to be true. 
Even the former Kaiser’s widow, Her- 
mine, who is more or less restricted by 
the Russians, carries on regular corre- 
spondence with American friends. 

The most startling appearance of the 
air-mail envelope was on a muddy, coun- 
try road far out on Riigen Island. At the 
time, we were driving toward the Baltic 
Sea to see the “King’s Chair,” where old 
Canute, the Russians said, is supposed 


to have ordered back the sea. My memory 
is dim on the subject, but the whitestone 
cliffs above the sea were a lovely sight. 

Then the Russian colonel’s escort car 
got stuck. Waiting and carefully avoiding 
any gesture of helping to push, I snapped 
pictures of a thatch-roofed, sturdy, brick 
farm cottage. The young man of the 
house rushed out with his letter, from a 
brother in White Plains, N. Y. Excitedly, 
the family gathered around while a greet- 
ing was scribbled in my notebook. I took 
a picture of them for the brother. 

Incidentally, the “King’s Chair” was 
as much as we got to see of the island’s 
coast line along which, according to ru- 
mors among Germans, experiments with 
rockets have been carried on. 

Outside of Bergen, Russian headquar- 
ters on the island, a young: man of not 
more than 25 joined a crowd around the 
American cars. He had been a prisoner 
of war in California and had been re- 
patriated through Camp Shanks in New 
York, of which he proudly showed news 
clippings. 

“I am a teacher now, while continuing 
my own studies. America was a good ex- 
perience, and I hear from friends often. 
One friend, in Maine, sometimes sends 
me cigarettes.” 

Except to confirm regular receipt of 
mail, this lad was cautious in comment. 
He wouldn't discuss the Russian-spon- 
sored youth movement, beyond saying 
“it is very strong.” 

More voluble was a man in his thirties, 
who also had been a POW. He stopped 
three of us on a side street and spoke 
tim¢dly and nervously in excellent Eng- 
lish. 

“Gosh, it’s good to see Americans 
again,” he said, as he lighted one of our 
cigarettes with shaking hands. “I had a 
great time there, in Tennessee and in 
Kansas.” His cigarette lighter was from 
a U.S. Army PX store; so was his wrist 
watch. Both were gifts from an American 
major for whom he had worked. 

“I wanted to stay, but that was im- 
possible. I would like to go back. That’s 
impossible, too. But everyone was so 
good to me in America. I shall never 
forget it. Some of my friends write to 
me now and then. Occasionally, I get a 
package of cigarettes or sweets. 

“After leaving the States, I was in a 
French camp for a time. That was a 
bad experience. Then I worked a while 
in Hamburg. But my family is here; I 
had to come back to them. I have a job 
as an ordinary workman: It pays a liv- 
ing, not good, but a living. 

“The Russians never bother me. They 
don’t bother most people. True, they get 
a bit boisterous when drunk sometimes 
and cause some trouble. 

“Personally, I’m avoiding politics. 
And discussing the Russians is one of 
those subjects it’s better to leave alone. 
This is my home because of my family, 
so I shall stay here.” T. H. 
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AMERICA’S STAKE IN GERMANY’S RECOVERY | 


Appraisal by former Director of Economics Division of Military Government 


(Text of address on the American stake in German eco- 
nomic recovery by M. S. Szymczak, member of the Board 
of Governors of the Federal Reserve System, before the 
Economic Club of Detroit, Mich. Szymezak has returned 
to the United States after serving nearly a year with the 
Office of Military Government in Germany as Director of 
the Economics Division.) 


WO WORLD wars and their aftermath have made it clear 

that problems within Germany stand in the way of world 
peace and prosperity. For two years, your representatives in 
the Military Government have sought a basis for the solution 
of these problems. They can only succeed if the American peo- 
ple are aware of both their achievements and their difficulties, 
and if in turn the Military Government officials in Germany 
understand the attitude of the public at home. To contribute 
to a mutual exchange of such information is the main purpose 
of this paper. 

We all know that the German economy operated in the past 
as one integrated unit. Each part made its contribution to, and 
received its support from, the rest of the country. This integra- 
tion alone made possible the industrial development of Ger- 
many. None of the areas that constitute the nation was ever 
self-sufficient in the past or can be made self-sufficient in the 
future. None of the German industries draws its tools and 
raw materials from one single area or one single zone of oc- 
cupation. Steel and coal of the British zone are vital to the 
metal-working industries of the American zone, but the coal 


mines in the British zone cannot operate without pit props- 


from the American and Russian zones. The light industries 
of the American zone need optical glass from the Russian, and 
glue from the French zone. On the other hand, they supply 
the French and Russian zones with electrical equipment, anti- 
friction bearings, and dyestuffs. 

For purposes of occupation, Germany west of the Oder- 
Neisse line has been divided into four zones: American, Brit- 
ish, French and Russian. Moreover, the area of prewar 
Germany lying east of that line has been put under Polish (or 
Russian) administration. The Potsdam Agreement provided 
that the four zones should be treated as one economic unit. It 
has not worked out that way, however. Therefore I shall not 
speak so much of global German problems such as economic 
unification, the levels to be established for German industry, 
and the reparations program. Instead I shall concentrate on 
discussing the economic problems of the American zone 
and as far as necessary of the combined ,American and 
British zones. 

All of us are aware of the importance of early high-level 
decisions on the basic economic questions which were recently 
discussed at Moscow. The issues were pointed out some time 
ago by Secretary Marshall and we all know their substance 
and the urgent need for their solution _ 

In view of the history of German aggression and the part 
played therein by German industry, it may be difficult to 
understand that one of the major tasks of the Military Govern- 
ment is the provision of assistance in rebuilding at least part 
of the German industrial system. Such a reconstruction, how- 
ever, is necessary for two reasons: to prevent Germany from 


remaining a source of perpetual unrest in Europe, and to aid 
in the recovery of our Allies. 

In the crop year 1946-47, German farmers in the combined 
American and British zones of occupation are producing food- 
stuffs sufficient to provide an average diet of only about 1,000 
calories daily for that part of the population that does not live 
on self-sufficient farms. Such a diet is less than half of the 
minimum standard indorsed by the United Nations Food and 
Agricultural Organization. Unless we are prepared to forego 
payment for the large supplies of food that must be sent to 
Germany for an indefinite period just to prevent wholesale 
starvation, we must permit Germany to redevelop its manu- 
facturing industries which alone can produce the exports 
necessary to pay for food imports. | 

Moreover, the products of German industry are indispen- 
sable for the reconstruction of continental Europe. In 1936— 
the last year in which the bulk of the German economy was 
operated on a peacetime level—Germany was the largest ex- 
porter to, and the largest importer from, Austria, Bulgaria, 
Czechoslovakia, Greece, Hungary, Italy, Romania, Switzer- 
land, Turkey and Yugoslavia. It was first as a supplier and 
second as a market for the Netherlands, Poland and Sweden. 
Almost the entire manufacturing industry of continental Eu- 
rope was dependent upon German machinery, precision 
instruments, electrical appliances, optical goods, transportation 
equipment, and chemicals. 

The fact that Germany today cannot even supply spare 
parts is hampering economic reconstruction in such different 
countries as Austria, the Netherlands and Poland. The general 
shortage of coal, which is the greatest single factor in retard- 
ing European recovery, is due largely to low production in the 
Ruhr mines. Lack of German potash is delaying the rehabilita- 
tion of agriculture all over Europe. An increase in the output 
of coal and potash mines, however, depends upon the avail- 
ability of mining equipment and upon larger supplies of con- 
sumer goods for miners. A German miner can earn in two 
days all he needs to buy his meager weekly rations and there- 
after has little incentive to work. A relatively small increase in 
consumer goods offered to miners was an important element 
in raising production in the Ruhr mines by about one fifth be- 
tween the fall of 1946 and the spring of 1947. A large-scale 
revival of German consumer goods industries would have pro- 
portionately greater results. 

Our own economy would benefit from the resumption of 
German industrial exports because the availability of Ger- 
man goods would help meet the foreign demand for many 
American goods which are still in scarce supply relative to our 
own domestic demand. Furthermore, some European coun- 
tries’ can pay for imports trom the United States only with the 
aid of dollar credits because they lack dollar resources and 
lack exportable commodities adapted to the American mar- 
ket. If they could import goods from Germany, however, they 
could pay for them by exporting products urgently needed 
in that country. In that way, they would lighten the burden 
which the American economy has had to bear both in respect 
to the reconstruction of their own economies and to the re- 
habilitation of Germany. For instance, before the war the 
Netherlands exported substantial quantities of vegetables to 
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GERMAN HEAVY INDUSTRY: Indispensable to Europe 


Germany while Germany paid for these imports in steel and 
machinery. If that commerce could be restored today, it would 
make it unnecessary for the American economy to extend 
credits to the Netherlands in order to enable that country to 
buy American machinery and it would make it also unneces- 
sary to divert scarce American foodstuffs to Germany. 


Obstacles to Execution of U.S. Policy 


While the principle of assistance to German recovery has 
been generally accepted in this country, it has been very diffi- 
cult to carry out the program on an adequate scale. For 
obvious reasons of justice and policy, the countries invaded 
by Germany have been given a prior claim to our aid. Our 
financial and material resources are limited and foodstuffs and 
raw materials continue to fall short of total demand. The 
allocation of wheat and nonferrous metals, for instance, is a 
task that simply cannot be fulfilled to the satisfaction of all. 
Similarly, coal, of which Germany is a niajor producer, is in 
short supply. In order to promote reconstruction in the rest of 
Europe, we have had to undertake substantia! exports of Ger- 
man coal even though the revival of German manufacturing 
industry would have been considerably accelerated if it had 
been possible to retain German production for German do- 
mestic use. 

It may be hoped that these scarcities will disappear within 
a few years, but other obstacles may take their place. Con- 
cern has frequently been expressed that the reconstruction 
of German industry may go too far and restore Germany's 
war potential. The occupying powers have tried to differ- 
entiate between industries that could be used for aggressive 
purposes and therefore should be restricted, and others that 
might be considered peaceful and therefore should be en- 
couraged. The most innocuous industries, however, could con- 
ceivably be used for war purposes, and dangerous ones 
frequently are indispensable for peacetime uses. For this rea- 
son, some nations. are critical of any move to improve the level 
of German industry even though they concede that such-an 
improvement would benefit them from the economic point of 
view. 

Finally some countries see in Germany less a source of sup- 
plies or a market for exports than a dreaded competitor. At 
present, such fears seem premature since production the world 
over has not caught up with demand, and German production 
remains a negligible part of the total. As soon, however, as 
world market conditions become less favorable to the sellers, 
any increase in German industrial production, and especially 
in German industrial exports, may injure the interests of some 
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industrial groups in other countries. Although such exports 


will in turn make possible imports into Germany and thus 
benefit Germany’s trade partners as well as Germany itself, 
the groups benefiting from access to the German market fre- 
quently will be different from those affected by German com- 
petition. 


Achievements of Military Government. 


Despite the foregoing obstacles and the limited financial 
and material means at the disposal of the occupation authori- 
ties, there has been a degree of rehabilitation in Germany. 

Food and agriculture. The food situation continues to be 
the central German problem. It is far from satisfactory, but we 
have been able to avoid not only outright starvation but also 
any serious deterioration of public health. Since last fall until 
recently the official ration has been maintained in the Amer- 
ican and British zones at 1,550 calories daily for the so-called 
normal consumer. This ration still is more than one fourth be- 
low the minimum necessary to insure health in the long run 
and more than two fifths below the German prewar standard 
of nutrition. Moreover, the diet is far poorer in quality than 
would be advisable from the point of view of nutrition, a 
larger proportion consisting of grain products and a smaller 
proportion of so-called protective foodstuffs. Even so, the 
ration has been maintained only by importing into the com- 
bined American and British zones foodstuffs equal to about 
60 per cent of their domestic production. These imports, main- 
ly bread grains and flour but including substantial quantities 
of potatoes, sugar, fish, and milk, will amount to 2,300,000 
tons and require an expenditure of $270,000,000 in the first 
six months of 1947. 

The food situation is constantly being threatened by the fact 
that stocks of supplies are dangerously low. Food is needed in 
many parts of the world. For the sake of food-importing coun- 
tries, a further rise in world market prices must be avoided as 
far as possible and priorities must be established by the ex- 
porting nations. Every ton of food allotted to Germany causes 
hardship in other parts of the world. Difficulties in ocean trans- 
portation frequently delay shipments urgently needed for 
maintaining stocks in Germany at the minimum level needed 
for the planning of equitable distribution. German farmers - 
frequently fail to deliver their quotas. Trains must be rerouted 
to alleviate a crisis in some part of Germany, thus creating a 
shortage in another part. Losses from pilferage increase in pro- 
portion to the deterioration of food conditions. An unfortunate 
accumulation of such factors was the cause of the difficulties 
currently experienced in the Ruhr district. Delays in delivering 
the full rations invariably lead to unrest, diminish the efficiency 
of labor and the output of industrial goods and thus add to 
the difficulties of rehabilitation. 

In future, we expect domestic production, collection, and 
distribution to yield substantially larger quantities than this 
year. Such an improvement will depend upon the availability 
of fertilizer and upon a supply of industrial consumer goods 
which will induce farmers to raise more crops for sale. It also 
will depend upon the enforcement of a strict program of col- 
lection and distribution which must be efficiently performed 
by German officials. We can have the utmost confidence in the 
ability of the Military Government under General Clay to 
meet this situation if it is given fair means to carry out its 
program. 

In the long run, however, the efficiency of industrial labor 
cannot be maintained on a diet representing less than 2,600 
calories daily for the so-called normal consumer. The Ameri- 
can and British zones cannot expect to produce more food 
than sufficient for an average of 1,600 calories daily. Import 
requirements in the long run therefore will be the equivalent 
of at least 1,000 calories daily, or about two thirds more than 
actual imports in the current year. 

Industrial production. In 1945, most manufacturing indus- 
tries in the Western zones of Germany were at a standstill. By 
November 1946, industrial production in the American zone 








had reached 44 per cent of 1936—a year of virtually full em- 
ployment in Germany. With the exception of lumber, the pro- 
duction of all commodities is below the 1936 figure, but by 
1948 prewar output is expected to be reached in a number of 
important industries. In the British zone, industrial production 
had recovered last fall to only 38 per cent of 1936. The British 
zone includes mainly heavy industries, most of which are 
under severe restrictions as possible war industries, while the 
American zone contains mainly light industries, manufactur- 
ing consumer goods. 

Unfortunately, the exceptional severity of the last winter 
has undone some of the progress experienced during the pre- 
ceding year. Industrial production in the American zone fell 
in December to 39 per cent, in January to 31 per cent, and in 
February to 29 per cent of 1936. In March, it recovered to 
35 per cent and in April to 42 per cent but this level is still 
slightly below the peak of November 1946. 

In spite of the low level of production, there is little unem- 
ployment. Even in February 1947, unemployment in the 
American zone was less than 500,000 out of a labor force of 
more than seven million. Only in the white-collar classes is the 
number of job openings constantly smaller than that of job 
seekers. This is the result of three facts. The labor force has 
been greatly reduced by war losses and by the retention of a 
large number of prisoners of war in some Allied countries. 
Secondly, much labor is needed for work, such as removal of 
rubble and plant repair, which does not show in production 
statistics but nevertheless is vital for resumption of economic 
activity. Thirdly, for physical and psychological reasons, the 
productivity of labor has fallen considerably, in some cases 
by as much as two thirds. The gradual revival of economic 
activity, more food, housing facilities, and improved avail- 
ability of industrial consumer goods will do much to remove 
the causes of low efficiency. 

Housing. Next to food, housing accommodations are the 
most pressing requirements of the German people. Despite 
all war losses, the population of the American and British 
zones has risen by around 20 per cent in comparison to pre- 
war, mainly because of the inflow of Germans expelled from 
the area under Polish administration and from Czechoslovakia 
and other Eastern European countries. At the same time, ur- 
ban housing suffered from terrific’ bomb damage during the 
war, especially in the industrial and commercial centers. In 
Bremen, for instance, 55 per cent of all homes were unusable 
in the summer of 1945. Reconstruction has been hampered by 
the scarcity of building materials, which in turn is due largely 
to the lack of coal: Approximately 12% tons of coal are needed 
for producing the material necessary to build a small apart- 
ment. Allied legislation provides for the equitable distribution 
of available housing among the population, but this meas- 
ure can bring only small relief since the complete equaliza- 
tion of all housing would only provide around 80 square feet 
of floor space per person in the American, and less than 70 
square feet in the British zone. 

Improvement in housing conditions is particularly needed 
in the Ruhr district, since the inflow of additional miners from 
the southern area of our combined zones, required to fulfill 
the program of output. expansion, depends upon the avail- 
ability of homes. A short-range program has been prepared to 
provide additional housing, including temporary camps and 
billets and permanent reconstruction, and a long-range pro- 
gram is being formulated. In addition to building material, 
beds, bedding and furniture must be produced. While Mili- 
tary Government plays an important role in drafting the pro- 
gram, its execution is entrusted to the German authorities. 
Military Government has helped in that task by reducing to a 
minimum the requirements for military installations. 

Domestic trade and transportation.’ Despite the inter- 
dependence of the four zones of occupation, interzonal trade 
has been slow to develop, largely because of the lack of eco- 
nomic unification. Since January of this year, trade between 
the American and British zones has been free, as the result of 


the economic merger of these zones, and trade between the 
merged zones and the rest of Germany will be increased under 
agreements concluded among the zonal authorities. Until and 
unless the over-all economic unity of Germany is achieved, 
however, German recovery will be hampered by obstacles to 
the free flow of goods within the country. 

Transportation has suffered particularly badly from war 
damage. The Military Government can be proud, however, 
of its record in repairing railroads, inland waterways, port 
facilities and highways. Railroad tracks in operation repre- 
sent 97 per cent of the prewar total. Almost as many sunken 
vessels have been raised in the American zone as in all other 
zones together and the proportion of port channels cleared is 
higher than in any other zone. The American zone also has 
a larger proportion of operating motor vehicles than any other 
zone. Despite this progress, transportation is even now in need 
of repair and maintenance is a constant problem, Allocations 
of materials are being made for this purpose but must be re- 
vised as required to meet new priority demands from other 
sides of the battered economic structure. 

International trade. In 1946, the foreign trade of the Ameri- 
can zone was almost entirely confined to the importation of 
foodstuffs and other essential goods by the occupation forces 
in order to prevent disease and unrest among the population. 
Such imports are financed by War Department appropriations. 
The only other substantial import transaction was the ship- 
ment of some surplus American cotton held by the Commodity 
Credit Corporation. This cotton was delivered to German proc- 
essors; the finished goods are being exported in an amount 
sufficient to pay for the cost of the imports, and the rest is 
available for German consumption. In the fall of 1946, similar 
arrangements were made by the American Military Govern- 
ment for the importation of raw materials required for the 
manufacture of ceramics, optical instruments, building ma- 
terials, chemicals and toyse The interim financing for these 
imports is handled by the United States Commercial Com- 
pany, a subsidiary of the Reconstruction Finance Corporation. 
Exports from the American zone in 1946 were confined mainly 
to lumber and. hops and a few industrial goods, taken from 
existing inventories or produced from raw material stocks. 
The amounts shipped were very small, in the neighborhood 
of 3 per cent of the estimated prewar exports of the zone’s ~ 
area. 

Imports into the British zone were similar to those of the 
American zone, but exports from the British zone were con- 
siderably larger, due almost entirely to Ruhr coal. Coal ex- 
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ports reached a weekly volume of 260,000 tons in the summer 
of 1946, or about 40 per cent of prewar, but this involved 
heavy drafts on existing stocks and inadequate allocations to 
the needs of the German economy. As a result, exports of 
coal had to be reduced by about 30 per cent in the fall of 
1946. Even the peak figure in the summer of 1946 was far 
from sufficient to meet demand in the rest of Europe, and the 
reduction of coal exports was a heavy blow to the importing 
countries. 

In the first months of 1947, exports had to be curtailed still 
turther, reaching a low of 103,000 tons per week in February. 
Meanwhile however, the output of the Ruhr mines had risen 
and coal exports could be increased again. In April and May, 
the unsatisfactory food situation brought about some labor dis- 
turbances which kept coal output somewhat below the March 
peak. As soon as these difficulties are overcome, a further rise 
in output is expected. If it occurs, by summer exports might 
reach a volume of 265,000 tons per week while at the same 
time allotments for the needs of the merged zones might be 
increased to 860,000 tons per week, or about 30 per cent 
above the peak allotment in 1946. The increase in domestic 
allotment would mainly benefit industrial enterprises, which in 
this way would be enabled to raise their output and thus to 

contribute more efficiently to the projected expansion of 
foreign trade. 

Apart from coal exports, foreign trade of the merged zones 
in 1947 will be determined by the working of the bi-zonal 
merger agreement. This agreement provides for the co-opera- 
tion of the American and British occupation authorities, and 
of the representatives of the German states, in formulating an 
import-export program for the rehabilitation of the German 
economy. A major objective of this rehabilitation program is 
to put the merged zones of Germany back on a self-support- 
ing basis; that is, to develop exports to a point where they 
cover imports. Meanwhile, however, the occupying powers 
must bear the cost not only of the basic program for the pre- 
vention of “disease and unrest,” but also of the raw material 
and equipment imports required to “prime the pump’ of 


German export industries. Certain funds are already in hand, 


for this second part of the program, including the receipts 
from exports of 1945-46, some former German external assets 
transferred to the occupying powers under agreements with 
neutral countries, and the credits negotiated with the United 
States Commercial Company. The United Kingdom is par- 
ticipating in the program in two ways. It bears half of the 
costs of sending basic necessities to the merged American and 
British zones, and it finances half of the funds needed for 
“priming the pump” of the area’s industry. Whenever, in the 
future, additional advances should be required, the United 
Kingdom also will bear an equal share with the United States. 

The expected increase in imports will necessitate, but also 
make possible, larger German exports. In order to facilitate 
exports, the occupation authorities have authorized foreign 
businessmen to correspond with prospective German trading 
partners. Only so-called nontransactional mail, that is, corre- 
spondence preparing rather than concluding actual contracts, 
has been allowed so far, but transactional mail may be ad- 
mitted in the near future. Military Government also provides 
facilities for foreign businessmen to travel in Germany and re- 
new trade contacts. Contracts have to be submitted for 
approval to the Military Government, U. S.-U. K. Joint Export- 
Import Agency, and all payments have to be made to the 
account of the Agency rather than individually to German 
exporters. The Agency has issued rules of procedure, stating 
the principles which will determine the approval or rejection 
of contracts, and has established branch offices in the most 
important trading centers of the merged zones, mainly the 
state capitals. Finally, the Agency is prepared to act as seller 
of goods if a foreign buyer is prevented by Government re- 
strictions from entering into legal contracts with Connee 

nationals. 

The necessity of setting up the bi-zonal mpetiindee 
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FINISHED GOODS: The raw materials came from three zones 


organization and the hardships of the winter months have de- 
layed the beginning of the new program. Despite these handi- 
caps, foreign trade has started to rise. In the first quarter of 
1947, contracts for exports were negotiated to the amount of 
$22,000,000. Imports, excluding basic. necessities imported 
by the occupation authorities, were approved to the sum of 
$10,000,000. The amounts still are far below the levels that 
must be reached in order to fulfill the bi-zonal program, but - 
they represent a material improvement in comparison with 
preceding periods. 

Money and exchange. When the occupying powers entered 
Germany, the collapse of the currency appeared imminent. 
Monev in circulation had increased to approximately six 
times the pre-war level. The German people’s recollection of 
the hyperinflation that followed the First World War added 
to the dangers of the situation’ 

Despite the oversupply of money and the scarcity of 
goods, the occupying powers took over the existing German 
system of price and wage controls and have been able to pre- 
vent any serious rise in legal prices and wages. The official 
cost-of-living index stood in December 1946 at approximately 
120 per cent of 1938. It is true that only the meager official 
rations can be purchased at these prices. The supply of black 
market goods, however, is probably-smaller than the amount 
of goods distributed through legal channels. Furthermore, 
many black market transactions take the form of barter, 
especially for cigarettes, rather than the form of sales at high 
money prices. — 

The maintenance of the official price and wage level at 
virtually prewar figures hase had some unforeseen conse- 
quences. At the beginning of the occupation, a military 
exchange rate of 10 marks per dollar was established, as com- 
pared to a prewar exchange rate of 24% marks per dollar. This 
rate was introduced merely for the administrative use of the 
occupying authorities, especially in calculating payments in 
marks to the troops. Its application for general purposes, how- 
ever, would have tended to upset the entire price and wage 
system. German domestic prices even before the war were 
managed in such a manner that they had lost all relation to 
world market prices. No uniform exchange rate, and least of 
all the military rate, would represent a generally applicable 
ratio between domestic prices as expressed in marks, and the 
world market prices in dollars. 

Thus a difficult problem has arisen in connection with the 
pricing of export and import goods. The German exporter re- 
ceives for his sales the legal domestic price in marks. Sim- 








ilarly, the German importer has to pay for his purchases the 
legal domestic price in marks. On the other hand, the foreign 
importer of German goods pays, and the foreign exporter of 
goods receives, the world market price in dollars. 

The occupation authorities have decided for the time being 
to refrain from fixing a uniform conversion factor for the trans- 
lation of mark into dollar prices, and vice versa. Instead they 
have issued a long list of ‘various conversion factors, reflecting 
for all major commodities the actual relation between legal 
domestic prices in marks and world market prices in dollars. 
For instance, the conversion factor for carbon brushes is 30 
cents and for pharmaceuticals 80 cents per mark. This means 
that a certain quantity of carbon brushes that sells domestical- 
ly for 100 marks has to be priced for export at $30, but phar- 
maceuticals that sell domestically for 100 marks have to be 
priced for export at $80. As a practical matter, this is the best 
that can be done until major monetary reforms are undertaken 
in Germany and a more normal price system is developed 
there. These problems have been under quadripartite discus- 
sion for some time, and it is to be hoped that an early agree- 
ment will be reached. 

Banking. In December 1946, the Military Government 
established a new central banking organization in the Ameri- 
can zone. Following the principle of decentralization, each 
German state received its own central bank, which took over 
the assets of the former Reichsbank as far as they were located 
in its area. The organization of the central banks was largely 
influenced by the model of the Federal Reserve System. As 
soon as the economic unification of Germany is implemented, 
the state central banks will be co-ordinated by a central board, 
which will issue currency through the medium of the state 
central banks. Until such time, however, the central banks 
have no power to issue bank notes or any other currency. 

In consequence of the principle of decentralization, com- 
mercial banks in the American zone have been ordered to 
sever their connection with central offices in Berlin. De- 
positors are free, however, to dispose of their accounts both 
within the American zone and in transactions with the British 
- and French zones, except for blocking measures applied in 
the process of denazification. From September 1945 to De- 
cember 1946, deposits in the American zone increased by 20 
per cent. Most of the rise in deposits had to be kept by the 
banks in cash or with other credit institutions since no other 
investment opportunities are available. Total assets of the 
banks in the American zone were 90,000,000,000 marks on 
December 31, 1946, of which one half was kept in cash or 
bank balances, and one-third in Treasury bills and other 
Government securities, the service of which has been sus- 
pended since the end of the war. 


Problems and Prospects 


All the achievements of the Military Government are 
merely the first step on the road to rehabilitation. The 
obstacles that still have to be overcome are no doubt as great 
as any encountered so far. 

First of all, the provision of the Potsdam Agreement which 
calls for the economic unification of Germany must be carried 
out. Unification in itself will not solve the economic problems 
of Germany, but it will insure the development of the whole 
German economy on a more rational basis. Uncertainty as to 


economic unification is a handicap in many fields, notably in 
adjusting the so-called Level-of-Industry Plan to changed 
conditions. Under that plan, which was approved by all four 
occupying powers one year ago, maximum levels were estab- 
lished for most German industries with a view particularly to 
preventing the resurgence of German war potential. Most ex- 
perts agree that this plan needs substantial corrections, but 
the necessary amendments in each zone will largely depend 
upon developments in other zones and upon the question 
of whether the German economy is to be redeveloped as a 
unit or in separate self-sufficient parts. 

Another problem that urgently needs attention is currency 
reform. The disproportion between the supply of money and 
of goods at prevailing prices cannot be maintained indefinitely. 
All experts agree that a reduction in the volume of currency 
will be necessary. Obviously, the execution of such a reform 
also depends upon the fate of unification. If common action 
of all four occupying powers is not forthcoming, the advan- 
tages and disadvantages of separate action in the merged 
American and British zones must be weighed. 

Other problems arise in connection with the political aims 
of occupation. The decentralization of economic control must 
be achieved in order to make it impossible for the country 
to reorganize for aggressive purposes. In this connection, the 
Military Government in the American zone has enacted a 
drastic decartelization statute, which is aimed at destroying 
the concentration of economic power in German industry. 
Property of Allied nations looted during the war has been and 
is being returned under the restitution program. War plants 
have been and are being destroyed, and other plants have 
been and are being removed for reparations. The over-all prob- 
lem of reparations, however, still remains to be solved. 

The lack of unified action of the four occupying powers, 
moreover, creates uncertainties that are detrimental to eco- 
nomic progress. As long as the management of an enterprise 
does not know whether or not a plant will be subject to 
restitution, or to destruction, or to removal under the repara- 
tions program, it cannot make definite plans for reconstruc- 
tion or start an investment program which might be 
interrupted at any moment. 

Finally, the Military Government has to deal with the 


_ problem of reaching equilibrium in the balance of interna- 


tional payments of the merged American and British zones. 
In this connection, the question of economic unification again 
becomes decisive. As long as unification is not achieved, inter- 
zonal trade must be treated as international rather than do- 
mestic commerce, with the resulting need for controlling 
interzonal payments. 

The problem o: equilibrium is particularly interesting to 
the American public. As long as the proceeds from exports do 
not exceed import requirements, they must be devoted en- 
tirely to paying for current imports. Only when an export 
surplus is reached will it be possible for our merged zones to 
start repaying the advances made by the occupying powers 
for the importation of basic necessities. 

Our stake in the economic problems of Germany, however, 
is greater than our interest in receiving repayment for our ad- 
vances. We want peace, and we know that in order to have 
peace, we must have economic stability in Germany and the 
rest of Europe. 








IMPACT OF HIGH EXPORT RATE ON U.S. 


President Truman’‘s view that large shipments are necessary to win peace 


(Full text of those sections of President Truman's Mid- 
year Economic Report to Congress on July 21, 1947, 
dealing with international affairs.) 


Bs UNITED STATES has indicated its readiness to consider 
further aid toward reconstruction in Europe if the foreign 
countries themselves present a plan that makes such help truly 
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effective. We must continue to help other countries help them- 
selves, until the reconstruction of their own economies reaches 
the point where they are able to pay their way by exchange of 
goods and services. 

The possibility of additional foreign aid programs makes it 
all the more necessary to appraise the impact of exports on the 
domestic economy during the last six months. A large excess 
of exports over imports occurring at a time of inflationary pres- 
sure has created some strain on the economy. But this strain 
is of moderate proportions and will be of temporary duration. 
Our exports have not necessitated undue denial at home, where 
our standards of living are much higher than before the war. 

These exports for the aid of other countries are directed 
toward the winning of the peace—they are at the core of this 
nation’s foreign policy. . . . 

The fourth development of extreme importance to the 
American economy during the first half of 1947 has been the 
unprecedented rise of exports and their excess over imports, 
above the high level reached by the end of last year. As was 
shown earlier in this report, total transfers of goods and 
services to other countries in the first half of 1947 reached an 
annual rate. of $20,700,000,000, an amount which exceeded 
by $12,700,000,000 the annual rate at which other countries 
were providing goods and services to us. About one half of the 
excess was being financed by loans and other aids from the 
United States Government. 

All continents and most countries participated in the in- 
crease of American exports. The largest increase was in sup- 
plies for Europe. American products provided essential aid to 
combat starvation and deprivation in many countries and 
facilitated to some degree the reconstruction of war-torn 
economies. However, the progress of reconstruction in Europe 
has been deeply disappointing. The slowness of recovery has 
become a threat not only to economic stability but also to 
social order and international peace. 

While the need of most countries for the products of the 
United States will continue to be very great, their power to 
finance purchases out of their own resources and from present 
programs of American and international aid is certain to de- 
cline substantially during the present year. This is true de- 
spite the fact that the Congress has made available funds for 
some further foreign relief. 

It is true also despite the fact that the International Bank 
for Reconstruction and Development has begun to operate, 
and that the Export-Import Bank and many private financial 
institutions are ready to grant credit on a commercial and 
quasi-commercial basis. Many countries have not as yet been 
able to reconstruct their own productive powers sufficiently 
to finance their requirements with their own exports and 
through credits of this character. Moreover, presently avail- 
able funds are not distributed among countries in accord with 
the most urgent needs of reconstruction. 

In the face of this situation, the United States Government 
has indicated its readiness to consider further aid toward re- 
construction in Europe if the foreign countries themselves 
present a plan that makes such help truly effective in putting 
them on their feet again. 

The time has come now to put increased emphasis on pro- 
grams that assure the restoration of a working world economy. 
By expediting the process of reconstruction abroad, we shall 
arrive sooner at the point where foreign countries will be able, 
by providing us with needed imports, to pay for the goods 
they require from us. European reconstruction cannot be ac- 
complished simply by American aid; it must be accomplished 
through the co-operative efforts of the countries concerned. 
This co-operative effort will require dur aid if it is to succeed. 

In fermulating new foreign-aid programs we must consider 
not only the requirements of foreign countries for our aid, but 
also our own resources and needs. In balancing their needs 
against our means, we must recognize that neither our do- 
mestic needs nor our means are rigidly fixed. With our tre- 
mendous productive resources developed far beyond previous 
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peacetime capacities, we can raise our standard of living, ex- 
pand our capacities, and still produce for export. 

Studies are now under way to determine what further 
financial aid is required for the European effort of reconstruc- 
tion and what aid can be given within the limits of our means. 
To further the development of a sound program for the near 
future, the Secretary of Commerce, with the assistance of a 
committee of distinguished experts, and the Secretary of the 
Interior have undertaken to study our resources and the extent 
to which we can furnish aid to other countries. To round out 
this survey, the Council of Economic Advisers has been asked 
to consider the impact upon the domestic economy of a 
foreign-aid program of proposed proportions. These studies, 
conducted with vigor and speed, will shed increasing light 
upon the problem and will help in the clarification of our 
future policy. 

Meantime it is possible, and pertinent to this report, to 
make some appraisal of the already revealed effects of exports 
upon the domestic economy during the first *:alf of 1947. 

The increased volume of exports has added a substantial 
demand at a time when domestic demand itself was running 
extraordinarily high. Thus a reduction in our exports during 
the last six months would not have reduced employment in 
the same proportion, since workers producing for export could 
have shifted in most cases to production for the home market. 

Occurring in a period of high domestic demand, the in- 
crease of exports contributed to the upward pressure on prices. 
This was particularly true of grains, for which the foreign re- 
quirements were most imperative. While this is the group of 
commodities with respect to which we now face the most 
serious threat of further price increases affecting the cost of 
living, wage demands and the cost of industrial production, 
it must be borne in mind that the high level of domestic de- 
mand has been a chief factor in the upward surge of prices 
since the end of price control. 

The domestic demand is so large and the ratio of domestic 
consumption to foreign buying is so great for most items that 
a price problem in connection with many items would exist 
even if foreign buying were curtailed. This is clearly demon- 
strated by the price rise of some products the export of which 
declined as compared with last year. 

A basic question is whether shipments of goods abroad have 
involved excessive denial at home. When domestic demand is 
as high as it is at present, any. substantial export surplus 
means fewer goods for home use. But it is easy to exaggerate 
the degree of deprivation. Even the high level of exports 
which prevailed during the past six months represented a rela- 
tively minor fraction of total American production. Moreover, 
the American people now have available for their own use a 
larger quantity of goods and services than ever before. 

In the field of food products, in 1946 we consumed 15 per 
cent more meat per capita than in 1939 despite a much larger 
population. Comparing 1946 with 1939 on a per capita basis, 
domestic consumption of canned vegetables increased by 52 
per cent, of fresh vegetables by 14 per cent, of canned fruits 
by 36 per cent, and of eggs by 22 per cent. Domestic con- 
sumption of wheat, dairy products, fresh fruits, and food fats 
and oils declined very slightly. 

No official data are yet available for food consumption in 
1947, but the figures will not be significantly different from 
1946. These improvements, made possible by the expansion of 
production in response to high demand; are in vivid contrast 
to the greatly deteriorated nutrition of unfortunate peoples in 
many other countries of the world. The consumption of major 
food products by American consumers has clearly not been 
jeopardized, although the aid rendered to those stricken by 
the war has, of course, entailed some sacrifice. 

With respect to many nonfood commodities, the domestic 
use in 1946 and 1947 has been higher than ever before, and 
the ratio of foreign shipments to production was in most 
cases similar to the ratio before the war. Only for a few non- 
food commodities was the ration of exports to production in 








the first quarter of 1947 very high and above the prewar ratio. 
The amounts exported were, for example, 21 per cent for 
motor trucks and 17 per cent for steel rails. The high ratio of 
31 per cent for lubricating oils was similar to its prewar ratio. 
Items such as these are clearly indispensable to the importing 
countries. While we could use far more of such goods at home 
than have been made available, this temporary denial has 
been essential to the reconstruction of a more balanced world 
economy. . 

This analysis of the impact of exports on the domestic 
economy during the last six months shows that the large ex- 
ports did create some strain at a time when the economy was 
under inflationary pressure. But it also shows that this strain 
was of moderate proportions except in the case of a few im- 
portant products. And it is a temporary strain. Even if new 
programs of the character now under consideration are put 
into effect, it is quite unlikely that the high levels of exports 
and export surplus existing during the past six months will 
be maintained. 


While the level of exports has important effects on the 
American economy, it must be clear that we did not and 
should not embark upon foreign. aid programs as a device for 
supporting maximum production and employment at home. 

To be sure, restoration of world trade, when achieved, will 
facilitate our own efforts in maintaining a prosperous domestic 
economy. The immediate and sole objective of our foreign aid 
programs should be to restore a vigorous, stable and peaceful 
world economy. It is our goal to contribute to the restoration 
of conditions under which other countries will be able to pay 
their way by mutual exchange of goods and services, under 
such economic institutions as they freely determine and adapt 
to their peculiar circumstances. 

For the purposes of our foreign policy, it is worth enduring 
temporary shortages of a few commodities within the United 
States. This will bring lasting benefits in the long run. 

In any case, the costs of effective foreign-aid programs will 
be only a very small fraction of the cost of winning the war 
and they are vital to the winning of the peace. 





Netherlands’ Stand On 


(Text of note on the Indonesian situation presented by 
the Netherlands Government to the United States and 
British governments on July 20 and made public by the 
Netherlands Embassy, Washington, July 22, 1947.) 


Fo MANY MONTHS, the Netherlands Government have pa- 
tiently labored to arrive at an arrangement under which the 
“Republic of Indonesia,” whose authority extends no farther 
than to Java and Sumatra, would take its full position side by 
side with its coequals, the State of East-Indonesia (compris- 
ing Celebes, the Lesser Sunda Islands, the Moluccas and other 
island territories) and Borneo. The Netherlands Government's 
relations with the latter two states are excellent, as are those 
between these two states themselves. 

Relations of all three with the Republic left much to be de- 
sired, the attitude of the dominant members of its Government 
being one of marked truculence and political expansionism 
at the cost of its equals; an attitude caused to some extent, 
no doubt, by the turbulent conditions within the borders of 
the Republic, the precarious balance between various parties 
and the lack of absence of Republican political unity between 
the widely different ethnical groups to be found in its territory. 

The Netherlands Government entertained high hopes that 
the Linggadjati [Cheribon] Agreement, concluded with the 
Republic on March 25, 1947, would open the door to a rapid 
and effective execution of its terms, designed to lead to the 
establishment of the federated free states of Indonesia, a fed- 
eration which in time was to be linked with the Netherlands 
by a common allegiance to the House of Orange. 

These hopes have not been fulfilled. 

Proposals made by the Netherlands Government, whose 
reasonable character was not disputed and which left ample 
room for negotiations, have in effect been rejected by the Gov- 
ernment of the Republic of Indonesia. That Government is 
obviously led by a desire to endeavor to improve their position 
by a process of procrastination, under a cloak of formulas 
which, though vague, sound conciliatory, but leave no doubt 
for the initiated as to their fundamentally dilatory, negative 
character. : 

Indonesians who disagree with these tactics are numerous, 
but they have difficulty in making themselves heard under the 
present regime, which is totalitarian in its inspiration, as evi- 
denced by the repeated assumption of all power by President 
Soekarno. This regime continues to follow the practice of 
keeping hostages, a practice which stands condemned by the 
whole world and is unworthy of a Government claiming to be 
civilized. 

In the area controlled by the Republic, destruction of eco- 
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nomic assets which are indispensable for the rehabilitation 
and the recovery of the country (in particular means of com- 
munications) is proceeding at a rate which will make it in- 
creasingly difficult to feed and clothe the very large popula- 
tion, which in Java alone (an island about half as large as 
England and Scotland) numbers 40,000,000 inhabitants. 

This wanton devastation, wrought largely by guerrillas who 
in part are beyond the control of the Government of the Re- 
public, must result in considerable delay in securing for all 
nations the many products of Java and Sumatra of which the 
whole world stands in need. 

As long as the moderate and realistic influence of Mr. Sjahrir 
made itself felt, hope seemed justified that ultimately reason 
would prevail, and that, in spite of difficulties, terms would be 
agreed on, acceptable to all parties and guaranteeing a modi- 
cum of sound constitutional concepts for the future federation. 
The fact that he was repudiated and replaced by an adminis- 
tration incapable of either giving definite undertakings, or of 
abiding by them if they were given, proves that there is at 
present no sufficiently responsible authority in the Republic 
of Indonesia with whom the Netherlands Government can ne- 
gotiate with any degree of confidence. 

As, moreover, the friendly advice repeatedly tendered on 
behalf of the American and British governments has not been 
heeded by the Republican Government, Her Majesty’s Gov- 
ernment have, with the utmost reluctance, come to the con- 
clusion that measures must now be taken to create conditions 
more favorable to the successful implementation of the prin- 
ciples underlying the Linggadjati Agreement. 

It should not be supposed that the Netherlands Govern- 
ment has lost patience or is lacking therein. The decisive con- 
sideration is that the dilatory practices obviously pursued by 
the Republic can only result in an aggravation of an untenable 
economic position without there being any prospect of a form 
of compensation in the shape of a speedy political settlement. 

The Netherlands Government has no designs on the integ- 
rity of the Republic. It remains prepared, as before, to come 
to terms with the Republic, assuming that the Republic is sup- 
ported by the majority of the population and by the ethnical 
elements composing it. 

They have, however, no choice but to resort to police 
measures of a strictly limited character, designed to create 
conditions in the Republic under which the common man once 
again will be able to follow in freedom his lawful pursuits for 
his own benefit and for the good of the world at large, creating 
at the same time the conditions which must enable the prin- 
ciples embodied in the Linggadjati Agreement to come to full 
fruition. ° 
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Soviet Effort to Push 
Allies Out of Berlin 


Some officials in Washington are ex- 
pressing privately their fears that. the 
United States made a serious tactical 
blunder when it allowed talk of boost- 
ing the level of German industry to 
get mixed up in discussions of Eu- 
ropean recovery plans. Because of the 
adverse reaction, the idea now is to 
shift the emphasis to increasing the 
output of Ruhr coal, which everybody 
wants, and to say little about Ger- 
many’s industries, which many fear. 


o 0 90 


Engineers and technicians from the 
U.S. are likely to be used to get the 
Ruhr’s coal mines going at full tilt, 
once the U.S. and Britain manage to 
iron out administrative differences. In 
addition, German technicians with 
valuable wartime experience in bring- 
ing Ruhr coal out of the ground will 
be given more authority as part of a 
plan to speed up deliveries from the 
German mines. 
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Joseph Stalin’s desire to force the 
Americans and British out of Berlin 
is becoming increasingly obvious to 
U.S. Military Government officials. 
There is a suspicion that the Russians 
are deliberately creating disorder in 
the city so they will have an excuse for 
increasing the number of Soviet troops 
on duty there. Soviet officials in Ber- 
lin are insisting that they need at 
least 100,000 more soldiers than any 
of the other occupying powers. Nei- 
ther the U. S. nor British commanders 
will accept the Russian proposal. 
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If his mother’s health permits, 
President Truman definitely — will 
travel by sea to look in on the forth- 
coming Inter-American Conference in 
Brazil. The tentative plans of the 
President are to make use of the bat- 
tleship Missouri, arriving in Rio de 
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Why Poland Erred 
In Estimating Crops 


Janeiro toward the close of the con- 
ference. Senator Vandenberg wants to 
travel by plane. Senator Connally and 
Representative Bloom already have 
booked passage on a commercial ship. 
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The Poles were so anxious to par- 
ticipate in the Marshall Plan for Eu- 
ropean recovery that they had their 
passports ready for the trip to the 
Paris conference when Russia sud- 
denly stepped in and forced the 
Polish Government to turn down the 
invitation. 
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One reason the discovery that Po- 
land doesn't need relief food came as 
a surprise to many countries is this: 
Polish agricultural statistics are so in- 
complete and inaccurate that even the 
Warsaw Government had no exact in- 
formation on what the country’s farms 
could be expected to produce. It took 
independent surveys to show the real 
situation. 
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Despite the propaganda boasting 
of the feats of the “youth brigades” 
that have been busy rebuilding Yugo- 
slavia’s railroads, the actual work ac- 
complished has been disappointing to 
Marshal Tito. Construction has been 
so shoddy that some of the bridges 
collapsed soon after they were opened 
to traffic. 
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Those who thought Miguel Mi- 
randa was losing out when he re- 
signed the presidency of Argentina’s 
Central Bank are finding out other- 
wise. Argentina’s hard bargainer in 
world markets gave up the bank title, 
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Tito’s Disappointment 
Over ‘Youth Brigades’ 


but he kept behind-the-scenes control. 
At the same time, he has gained Cab- 
inet status in the Government. 
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Brazil's invitation to U. S. Treasury 
Secretary John Snyder to make a 
“social visit” to that country was in- 
spired partly by the Brazilian Govern- 
ment’s desire to renew its currency 
stabilization agreement with the 
United States. The agreement expired 
July 15, and Washington has been 
hesitant about renewing it. 
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A crack-up between Russia and the 
Western powers in the United Nations 
would not be a surprise to many diplo- 
mats. One theory, frequently dis- 
cussed in private, is that the U.S. 
Congress may become so impatient 
with Russia’s actions that it will force 
the issue early next year. 
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U.S. financial assistance to China’s 
Chiang Kai-shek is being discussed 
again in official circles. In China, 
friends of the Nationalist Government 
are predicting that Lt. Gen. Albert C. 
Wedemeyer’s mission to China will 
lead to more support for the Na- 
tionalists in their fight against the Chi- 
nese Communists. Chiang is in dire 
need of military supplies. He would 
like to make a deal with the U.S. to 
get surplus Army equipment from 
Japan. 
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Budget cuts may make it impos- 
sible to release to the world valuable 
German medical and scientific proc- 
esses captured by the Allies. The 
Military Government has had _ to 
abandon its investigation of scientific 
secrets before all the German proc- 
esses could be classified and cata- 
logued for practical use. ; 
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BELGIUM—What have you to sell to the United States ? 


Cobalt Metal? Cobalt Oxide? Synthetic Textiles? Diamonds? Many 
of the buyers of these and other products are readers of WORLD 
REPORT—-the only magazine devoted entirely to international 
affairs and having more than [12,000 influential subscribers—many 


of them directly interested in what you have to sell. 


Are vour products well known to the people of the 
United States? 


Are they familiar with vour trade-marks and the 
names of your business houses? 


The business men in this country who can be most 
helpful to vou and vour business are the Manufac- 
turers, Merchants, Importers, Bankers and other 
world-conscious folk—the readers of WORLD 
REPORT. 


You can talk to 112,000 world-minded Americans 
in one magazine—WORLD REPORT. 


» Send for advertising rates and 


. a fd ' b : 
é Ss en? detailed information regarding 
‘ Ps f ht , ’ A this unique market—either di- 
f LU 6 t3 LA rect or through your advertising 


representatives. 


Lit 
ALE WORLD REPORT 
A > a 30 Rockefeller Plaza 


fg - I 9 " 
if New York 20, N.Y. 


The only magazine of its kind—re- 
porting, interpreting and forecast- 
ing the news of international affairs. 
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Titles can be empty things but not so with Old Grand-Dad’s. 
As head of the bourbon family this famous 
Kentucky straight whiskey has a prestige solidly built 

on giving pleasure —the pleasure of a 
drink that’s sparkling to look at, rich in aroma and flavor, 


delightful and heart-warming in any form. 


OLD GRAND-DAD 


National Distillers Products Corp., New York, N.Y. 





